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SAN  FRANCISCO  PORT  COMMISSION 


Doreen  Woo  Ho,  President 
Kimberly  Brandon,  Vice  President 
Willie  Adams,  Commissioner 
Leslie  Katz,  Commissioner 

Monique  Moyer,  Executive  Director  Amy  Quesada,  Commission  Secretary 

Phone:  415-274-0400;  Fax  415-274-0412       Phone:  415-274-0406;  Fax  415-274-0412 


AGENDA 
TUESDAY,  MARCH  12,  2013 
2:00  P.M.  CLOSED  SESSION 
3:15  P.M.  OPEN  SESSION 


1 3 


PORT  COMMISSION  HEARING  ROOM,  SECOND  FLOOR 
FERRY  BUILDING,  SAN  FRANCISCO  CA  94111 

PLEASE  NOTE  THE  DATE  &  TIME  OF  THE  MEETING 


The  Port  Commission  Agenda  as  well  as  Staff  Reports/Explanatory  Documents  available  to  the 
public  and  provided  to  the  Port  Commission  are  posted  on  the  Port's  Website  at  www.sfport.com. 
The  agenda  packet  is  also  available  at  the  Pier  1  Reception  Desk.  If  any  materials  related  to  an 
item  on  this  agenda  have  been  distributed  to  the  Port  Commission  after  distribution  of  the  agenda 
packet,  those  materials  are  available  for  public  inspection  at  the  Port  Commission  Secretary's 
Office  located  at  Pier  1  durina  normal  office  hours. 


1 .  CALL  TO  ORDER  /  ROLL  CALL 

GOVERNMENT 

2.  APPROVAL  OF  MINUTES  -  February  26,  201 3  DOCUMENTS  DEPT 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION  MAR  _  g  20l3 

4.  EXECUTIVE  SESSION  SAN  FRANCISCO 
A.  Vote  on  whether  to  hold  closed  session. 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-City '/Port 
representative: 

a.     Property:  Block  4111,  Lots  3  and  4;  Block  41 1 0,  Lot  1 ;  Block  4046,  Lots 
1  and  2;  also  known  as  Pier  70  20th  Street  Historic  Buildings,  located 
near  the  intersection  of  20th  Street  and  Illinois 


Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Developer:  Orton  Development,  Inc.:  J.R.  "Eddie" 
Orton  III,  President 

Under  Negotiations:  Price  Terms  of  Payment  _X  Both 

Pursuant  to  Resolution  No.  12-18,  the  Port  Commission  awarded  to  the 
non-Port  party  an  exclusive  negotiation  agreement  with  the  Port  for  the 
lease  and  development  of  the  property.  In  this  executive  session,  the 
Port's  negotiator  seeks  direction  from  the  Port  Commission  on  factors 
affecting  the  price  and  terms  of  payment  for  the  development  of  the 
property  prior  to  commencing  additional  negotiations  with  the  non-Port 
party.  In  particular,  the  executive  session  discussions  will  enhance  the 
capacity  of  the  Port  Commission  during  its  public  deliberations  and 
actions  to  set  the  price  and  payment  terms  that  are  most  likely  to 
maximize  the  benefits  to  the  Port,  the  City  and  the  People  of  the  State 
of  California  and/or  to  more  effectively  negotiate  with  the  non-Port  party 
on  price  and  payment  terms. 

Property:  AB  8719,  Lot  002,  also  known  as  Seawall  Lot  337,  AB  9900, 
Lot  62,  also  known  as  China  Basin  Park,  and  AB  9900,  Lot  048  and  AB 
9900,  Lot  048H,  also  known  as  Pier  48  (all  bounded  generally  by  China 
Basin,  the  San  Francisco  Bay,  Mission  Rock  Street,  and  Third  Street) 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development 

*Negotiating  Parties:  Jack  Bair,  SWL  337  Associates,  LLC 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 

Pursuant  to  Resolution  No.  10-32,  the  Port  Commission  awarded  to  the 
non-Port  party  an  exclusive  negotiation  agreement  with  the  Port  for  the 
lease  and  development  of  the  property.  In  this  executive  session,  the 
Port's  negotiator  seeks  direction  from  the  Port  Commission  on  factors 
affecting  the  price  and  terms  of  payment  for  the  development  of  the 
property  prior  to  commencing  additional  negotiations  with  the  non-Port 
party.  In  particular,  the  executive  session  discussions  will  enhance  the 
capacity  of  the  Port  Commission  during  its  public  deliberations  and 
actions  to  set  the  price  and  payment  terms  that  are  most  likely  to 
maximize  the  benefits  to  the  Port,  the  City  and  the  People  of  the  State 
of  California  and/or  to  more  effectively  negotiate  with  the  non-Port  party 
on  price  and  payment  terms. 

Property:  AB  4052;  4111,  lots  3  and  4;  also  known  as  Pier  70 
Waterfront  Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Forest  City  Development  California:  Kevin  Ratner 
and  Alexa  Arena 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 
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Pursuant  to  Resolution  No.  1 1-49,  the  Port  Commission  awarded  to  the 
non-Port  party  an  exclusive  negotiation  agreement  with  the  Port  for  the 
lease  and  development  of  the  property.  In  this  executive  session,  the 
Port's  negotiator  seeks  direction  from  the  Port  Commission  on  base  rent 
structure,  financing  mechanisms,  and  other  factors  affecting  the  price 
and  terms  of  payment  for  the  development  of  the  property  prior  to 
commencing  additional  negotiations  with  the  non-Port  party.  In 
particular,  the  executive  session  discussions  will  enhance  the  capacity 
of  the  Port  Commission  during  its  public  deliberations  and  actions  to  set 
the  price  and  payment  terms  that  are  most  likely  to  maximize  the 
benefits  to  the  Port,  the  City  and  the  People  of  the  State  of  California 
and/or  to  more  effectively  negotiate  with  the  non-Port  party  on  price  and 
payment  terms. 

5.  RECONVENE  IN  OPEN  SESSION 

A.  Possible  report  on  actions  taken  in  closed  session  pursuant  to  Government 
Code  Section  54957.1  and  San  Francisco  Administrative  Code  Section  67-12. 

B.  Vote  in  open  session  on  whether  to  disclose  any  or  all  executive  session 
discussions  pursuant  to  Government  Code  Section  54957.1  and  San  Francisco 
Administrative  Code  Section  67.12. 

6.  PLEDGE  OF  ALLEGIANCE 

7.  ANNOUNCEMENTS 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person(s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.    Executive  Director's  Report 

•  Debut  of  Bay  Lights  on  Bay  Bridge  -  March  5,  201 3 

•  "Zero  Waste  Week"  at  Fisherman's  Wharf  -  March  1 7-22,  201 3 

•  The  Exploratorium  -  Finalist  for  the  San  Francisco  Business  Times'  Real 
Estate  Deals  of  the  Year  -  March  20,  2013 
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•   California  Historical  Society's  new  exhibit,  Curating  the  Bay:  Crowdsourcing 
a  New  Environmental  History  April  7  -  August  25,  201 3  at  678  Mission  Street, 
San  Francisco 

B.    Informational  presentation  regarding  the  Piers  30-32  Revitalization  Act  related  to 
the  proposed  Multi-Purpose  Venue  at  Piers  30-32. 

9.  CONSENT 

A.    Request  authorization  to  advertise  for  Competitive  Bids  for  Construction 
Contract  No.  2761,  Blue  Greenway  Signage.  (Resolution  No.  13-05  ) 

10.  PLANNING  AND  DEVELOPMENT 

A.  Request  authorization  to  execute  a  contract  with  Haddad  Drugan  LLC  for 
installation  of  public  art  on  the  Pier  92  Grain  Silos  located  on  Amador  Street  and 
Islais  Creek.  (Resolution  No.  13-09) 

B.  Informational  update  on  status  of  Port  infrastructure  work,  tenant  relocation  and 
other  Port  obligations  under  the  Lease  Disposition  Agreement  in  preparation  for 
the  34th  America's  Cup  Events  in  2013. 

C.  Request  approval  of  the  Term  Sheet  and  the  Second  Amendment  to  the 
Exclusive  Negotiation  Agreement  between  the  Port  and  Seawall  Lot  337 
Associates,  LLC  for  the  mixed-use  development  of  Seawall  Lot  337  and  Pier  48 
bounded  by  China  Basin  Channel,  Third  Street,  Mission  Rock  Street,  and  San 
Francisco  Bay  and  adjacent  to  AT&T  Park.  (Resolution  No.  13-10) 

D.  Request  authorization  to  amend  the  Exclusive  Negotiation  Agreement  with  Orton 
Development,  Inc.  for  the  lease  and  rehabilitation  of  the  20th  Street  Historic 
Buildings  on  or  near  20th  and  Illinois  Streets  at  Pier  70.  (Resolution  No.  13-11) 

11.  NEW  BUSINESS 

12.  PUBLIC  COMMENT 

Public  comment  is  permitted  on  any  matter  within  Port  jurisdiction  and  is  not  limited  to 
agenda  items.  Public  comment  on  non-agenda  items  may  be  raised  during  New 
Business/Public  Comment.  A  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  before  action  is  taken  on  any  agenda  item  and  during  the 
new  business/public  comment  period.  It  is  strongly  recommended  that  public 
comments  be  submitted  in  writing  so  they  can  be  distributed  to  the  Commissioners  for 
their  review.  Please  fill  out  a  speaker  card  and  hand  it  to  the  Commission  Secretary. 
If  you  have  any  question  regarding  the  agenda,  please  contact  the  Commission 
Secretary  at  274-0406. 

13.  ADJOURNMENT 
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FORWARD  CALENDAR 
(TARGETED  COMMISSION  MEETING,  SUBJECT  TO  CHANGE) 


MARCH 

26,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Pier  9 

Action 

Approval  of  Second  Amendment  to  Lease  No.  L- 
14282  with  the  San  Francisco  Bar  Pilots 
Benevolent  and  Protective  Association 
retroactively  amending  the  rental  schedule  of 
the  lease  for  space  located  at  Pier  9  on  The 
Embarcadero  at  the  foot  of  Vallejo  Street 

2 

10  Lombard  Street 

Action 

Authorization  of  a  1 84  calendar  day  Contract 
Extension  for  Port  Contract  No.  2744R, 
Roundhouse  2  Heating,  Ventilation  and  Air 
Conditioning  Central  Plant  Upgrade  Project,  to 
EVRA  Construction  Inc.  to  complete  additional 
project  work  scope  specified  by  the  Port 

3 

Portwide 

Action 

Approval  of  the  Port's  10-Year  Capital  Plan,  FY 
2014-2023 

4 

Portwide 

Action 

Accept  the  Port's  Quarterly  Report  on 
Contracting  Activities  for  Fiscal  Year  2012-13 
(October  1 ,  201 2  through  December  31 ,  201 2) 

5 

Portwide 

Action 

Approve  resolution  authorizing  the  Executive 
Director  to  contract  with  the  San  Francisco 
Conservation  Corps  (SFCC) 

APRILS 

I,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Pier  96 

Informational 

Present  the  commercial  maritime  activities  of 
San  Francisco  Bay  Rail  located  at  100  Cargo 
Way  @  Pier  96  Railyard 

2 

Ferry  Plaza 

Informational 

Present  conceptual  proposal  for  activating  the 
Ferry  Plaza 

3 

Pier  9 

Action 

Approval  of  Lease  No.  L-14935  with  Hornblower 
Yachts,  Inc.,  a  California  corporation,  for  a  five- 
year  lease  with  one  five-year  extension,  for 
premises  located  at  Pier  9  South,  on  The 
Embarcadero  at  the  foot  of  Vallejo  Street 

APRIL  23,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Action 

Authorization  to  advertise  a  Request  for 
Qualifications  (RFQ)  soliciting  As-Needed 
Environmental  and  related  Professional 
Services  for  three  contracts  at  $1  million  each, 
totaling  $3  million 

2 

Fisherman's  Wharf 

Action 

Approval  of  a  resolution  replacing  Port 
Commission  Resolution  95-56  to  approve  street 
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artists  spaces  for  the  Fisherman's  Wharf  area 
nnrlpr  thp  Hitv'^  Strppt  Artist  Pronram  and 
adopting  conditions  and  limitations  on  such  use 

3 

Fisherman's  Wharf 

Action 

Approval  of  an  amendment  to  the  Street 
Performer  Program  for  the  Fisherman's  Wharf 
area 

MAY  28,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Informational 

Informational  Presentation  Regarding  the  Fiscal 
Year  2013-14  Monthly  Rental  Rate  Schedule, 
Monthly  Parking  Stall  Rates,  and  Special  Event 
and  Filming  Rates 

JUNE  11,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Action 

Approval  of  the  Fiscal  Year  2013-14  Monthly 
Rental  Rate  Schedule,  Monthly  Parking  Stall 
Rates,  and  Special  Event  and  Filming  Rates 

JULY  9,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Action 

Authorization  to  award  the  contract  for  As- 
Needed  Environmental  and  related  Professional 
Services  for  three  contracts  at  $1  million  each, 
totaling  $3  million 

DATE  TO  BE  DETERMINED 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Pier  70  Waterfront 
Site  (Forest  City) 

Informational 

Present  Forest  City's  term  sheet  for  the  Pier  70 
Waterfront  Site 

2 

South  Beach 

Action 

Port  Commission's  consideration  of  agreements 
between  the  Port  Commission  and  the 
Successor  Agency  to  mutually  terminate  13 
ground  leases  in  the  South  Beach  project  area 
and  set  business  terms  for  the  transfer  of  the 
South  Beach  Harbor  Program. 

3 

Portwide 

Action 

Approval  to  enter  into  agreements  with  the  San 
Francisco  Municipal  Transportation  Agency  and 
the  regional  bike  share  program  operator  to  use 
Port  property  for  the  Bay  Area  Regional  Bike 
Share  Pilot  Program 

4 

SWL  351 

Action 

Approval  of  resolution  recommending  that  the 
Board  of  Supervisors  form  a  City  and  County 
Infrastructure  District  No.  2  and  adopt  the 
Infrastructure  Financing  Plan  included  in 
Appendix  C  which  will  capture  tax  increment 
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from  the  Seawall  Lot  351  project  (commonly 
known  as  the  8  Washington  Street  project)  for 
site  open  space  improvements,  the  Cruise 
Terminal  project,  under-pier  utilities  and  pier 
substructure  repairs;  and  authorizing  the  Port's 
Executive  Director  to  enter  into  a  Memorandum 
of  Understanding  with  the  City  and  County  of 
San  Francisco  acting  through  the  Controller's 
Office  to  implement  the  District 

5 

Pier  70 

Action 

Approval  of  Federal  Cost  Sharing  Agreement 
between  the  Port  of  San  Francisco  and  the  U.S. 
Army  Corps  of  Engineers  for  study  of  the 
Central  Basin  Dredge  Project 

6 

Pier  70  Waterfront 
Site  (Forest  City) 

Action 

Approval  of  Forest  City's  term  sheet  for  the  Pier 
70  Waterfront  Site 
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COMMUNICATIONS  TO  THE  PORT  COMMISSION 
FEBRUARY  22  -  MARCH  7,  2013 


From  Cameron  Kramlich,  regarding  Seawall  Lot  337  project 


MARCH/APRIL  201 3 
CALENDAR  OF  UPCOMING  PORT  MEETINGS  -  OPEN  TO  THE  PUBLIC 


DATE 

TIME 

GROUP 

LOCATION 

MAR.  26 

2:00  p.m. 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

3:15  p.m. 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

APR.  9 

2:00  p.m. 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

3:15  p.m. 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

APR.  23 

2:00  p.m. 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

3:15  p.m. 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

NOTES: 

The  San  Francisco  Port  Commission  meets  regularly  on  the  second  and  fourth  Tuesday  of  the  month  at  3:15 
p.m.,  unless  otherwise  noticed.  The  Commission  Agenda  and  staff  reports  are  posted  on  the  Port's  Website 
@  www.sfport.com.  The  Port  Commission  meetings  can  be  viewed  online  at 

http://sanfrancisco.granicus.com/ViewPublisher.php?view_id=92.  The  Port  Commission  meetings  are  also 
broadcasted  on  the  2nd  &  4th  Thursday  of  the  month  at  9  p.m.  on  Comcast  Cable  Channel  26  or  Astound 
Cable  Channel  78  (formerly  RCN  Cable).  Contact  Amy  Quesada  at  274-0406  or  amy.quesada@sfport.com 

The  Fisherman's  Wharf  Waterfront  Advisory  Group  (FWWAG)  meets  regularly  on  a  bi-monthly  basis,  on  the 
third  Tuesday  of  the  month.  The  regular  meeting  time  and  place  is  9:00  a.m.  at  Scoma's  Restaurant,  Pier  47 
at  Fisherman's  Wharf.  Contact  Rip  Malloy  @  274-0267  or  rip.mallov@sfport.com 

The  Maritime  Commerce  Advisory  Committee  (MCAC)  meets  every  other  month,  on  the  third  Thursday  of  the 
month,  from  1 1 :30  a.m.  to  1 :00  p.m.  @  Pier  1 .  Contact  Jim  Maloney  @  274-0519  or  jim.malonev@sf port.com 

The  Mission  Bay  Citizens  Advisory  Committee  meets  on  the  second  Thursday  of  the  month  at  5:00  p.m. 
in  the  Creek  Room  at  Mission  Creek  Senior  Building  located  at  225  Berry  Street  in  San  Francisco  (along  the 
Promenade  just  beyond  the  library.)  Contact  Catherine  Reilly  at  the  former  Redevelopment  Agency  @  749- 
2516  or  catherine.reillv@sfqov.org 

The  Northeast  Waterfront  Advisory  Group  (NEW AG)  meets  regularly  on  a  bi-monthly  basis  on  the  first 
Wednesday  of  the  month  from  5:00  p.m.  to  7:00  p.m.  in  the  Bayside  Conference  Room  @  Pier  1 .  Contact 
Jonathan  Stern  @  274-0545  or  jonathan.stern@sfport.com 

The  Central  Waterfront  Advisory  Group  (CWAG)  meets  monthly  on  an  as-needed  basis,  generally  on  the 
third  Wednesday  of  the  month  from  5  to  7  p.m.  in  the  Bayside  Conference  Room  at  Pier  1 .  Contact  Mark 
Paez  @  705-8674  or  mark.paez@sfport.com 

The  Southern  Waterfront  Advisory  Committee  (SWAC)  meets  every  last  Wednesday  of  the  month  from  6:1 5 
to  8:15  p.m.  Location  to  be  determined.  Contact  David  Beaupre  @  274-0539  or  david.beauDre@sfport.com 

The  Waterfront  Design  Advisory  Committee  (WDAC)  meets  jointly  with  the  Design  Review  Board  of  the  Bay 
Conservation  and  Development  Commission  on  the  first  Monday  of  the  month  at  BCDC,  50  California  Street, 
Rm.  2600,  at  6:30  p.m.  The  Committee  meets  as  needed  on  the  fourth  Monday  of  the  month  at  6:30  p.m.  in 
the  Bayside  Conf.  Rm.  @  Pier  1 .  Contact  Dan  Hodapp  @  274-0625  or  dan.hodapp@sfport.com 
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ACCESSIBLE  MEETING  INFORMATION  POLICY 


FERRY  BUILDING: 

The  Port  Commission  Hearing  Room  is  located  on  the  second  floor  of  the  Ferry  Building.  The  main  public 
entrance  is  from  the  west  (Embarcadero)  side  and  is  served  by  a  bank  of  elevators  adjacent  to  the  historic 
staircase.  Accessible  public  restrooms  are  on  the  first  floor  at  the  northeast  end  of  the  building  as  well  as  on 
the  second  floor  across  the  lobby  from  the  Port  Commission  Hearing  Room.  The  main  path  of  travel  to  the 
Port  Commission  Hearing  Room  is  equipped  with  remote  infrared  signage  (Talking  Signs).  The  Port 
Commission  Hearing  Room  is  wheelchair  accessible.  Accessible  seating  for  persons  with  disabilities 
(including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART  and  MUNI  Metro  station  is 
Embarcadero  located  at  Market  &  Spear  Streets.  Accessible  MUNI  lines  serving  the  Ferry  Building  area  are 
the  F-Line,  9,  31 ,  32  and  71 .  For  more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  The 
nearest  accessible  parking  is  provided  in  the  following  off-street  pay  lots:  3  spaces  in  the  surface  lot  on  the 
west  side  of  the  Embarcadero  at  Washington  Street. 

Hourly  and  valet  parking  is  available  in  the  Pier  3  lot.  This  lot  is  accessed  through  the  Pier  3  bulkhead 
building  entrance  on  the  east  side  of  the  Embarcadero.  This  lot  is  located  on  the  pier  deck;  adjacent  to  the 
ferry  boat  Santa  Rosa.  Additional  covered  accessible  off-street  pay  parking  is  available  in  the  Golden 
Gateway  Garage,  which  is  bounded  by  Washington,  Clay,  Drumm  and  Battery  Streets.  Entrance  is  on  Clay 
St.  between  Battery  and  Front  Streets.  There  is  no  high-top  van  parking.  Metered  street  parking  is  available 
on  the  Embarcadero,  Washington,  Folsom  &  Drumm  Streets. 

In  order  to  assist  the  City's  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness, 
multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these 
individuals. 

A  sign  language  interpreter  and  alternative  format  copies  of  meeting  agendas  and  other  materials  can  be 
provided  upon  request  made  at  least  72  hours  in  advance  of  any  scheduled  meeting.  Contact  Wendy 
Proctor,  Port's  ADA  Coordinator,  at  274-0592,  the  Port's  TTY  number  is  (415)  274-0587. 

Know  Your  Rights  Under  the  Sunshine  Ordinance: 

Government's  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions, 
boards,  councils  and  other  agencies  of  the  City  and  County  exist  to  conduct  the  people's  business.  This 
ordinance  assures  that  deliberations  are  conducted  before  the  people  and  that  City  operations  are  open  to 
the  people's  review.  For  more  information  on  your  rights  under  the  Sunshine  Ordinance  (Sections  67.1  et 
seq.  of  the  San  Francisco  Administrative  Code)  or  to  report  a  violation  of  the  ordinance,  contact  Chris 
Rustom  by  mail:  Sunshine  Ordinance  Task  Force,  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244,  San  Francisco 
CA  94102-4689;  by  phone  at  (415)  554-7724;  by  fax  at  (415)  554-7854  or  by  email  at  sotf@sfgov.org. 
Citizens  interested  in  obtaining  a  free  copy  of  the  Sunshine  Ordinance  can  request  a  copy  from  Mr.  Rustom 
or  by  printing  Sections  67.1  et  seq.  of  the  San  Francisco  Administrative  Code  on  the  Internet,  at 
http://www.sfgov.org/sunshine. 

NOTICES 

Prohibition  of  Ringing  of  Sound  Producing  Devices: 

The  ringing  of  and  use  of  cell  phones,  pagers,  and  similar  sound-producing  electronic  devices  are  prohibited 
at  this  meeting.  Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  or  use  of  a  cell  phone,  pager,  or  other  similar  sound-producing 
electronic  device. 

Lobbyist  Registration  and  Reporting  Requirements: 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be 
required  by  the  San  Francisco  Lobbyist  Ordinance  (SF  Campaign  &  Government  Conduct  Code  Sections 
§2.100  -  2.160)  to  register  and  report  lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance, 
please  contact  the  San  Francisco  Ethics  Commission  at  30  Van  Ness,  Suite  3900,  San  Francisco,  CA 
94102,  phone  (415)  581-2300  or  fax  (415)  581-2317;  web  site:  www.sfgov.org/ethics. 
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MEMORANDUM 

March  8,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Leslie  Katz 
Hon.  Willie  Adams 

FROM:        Monique  Moyer 

Executive  Director 

SUBJECT:    Informational  presentation  regarding  the  Piers  30-32  Revitalization  Act 
related  to  the  proposed  Multi-Purpose  Venue  at  Piers  30-32 

DIRECTOR'S  RECOMMENDATION:     Informational  Only;  No  Action  Required 


/jaw"" 


Executive  Summary 

This  report  provides  an  overview  of  state  legislation  proposed  by  Assemblymember  Phil 
Ting  at  the  request  of  Mayor  Edwin  M.  Lee,  and  developed  in  consultation  with  state 
regulatory  agencies.  The  proposed  legislation  (AB  1273),  which  is  an  amendment  to 
prior  state  legislation  related  to  development  of  Piers  30-321,  seeks  findings  from  the 
California  Legislature  that  the  proposed  Multi-Purpose  Venue  at  Piers  30-32  furthers  the 
purposes  of  the  common  law  public  trust  for  commerce,  navigation  and  fisheries 
("Public  Trust").  The  Public  Trust  is  the  body  of  law  that  governs  the  use  of  tidelands 
and  submerged  lands  in  California,  including  Piers  30-32.  The  California  Legislature  is 
the  ultimate  trustee  of  Public  Trust  lands. 

The  proposed  legislation  addresses  Public  Trust  matters  related  to  Piers  30-32  and 
Seawall  Lot  330  in  light  of  the  past  legislation  that  covers  those  Port  properties,  as 
further  described  in  this  report,  but  it  does  not  otherwise  affect  the  public  processes  and 
approvals  required  for  the  project.  The  project  remains  subject  to  analysis  pursuant  to 
the  California  Environmental  Quality  Act  ("CEQA")  and  subsequent  approval  by  the  Port 
Commission  and  the  Board  of  Supervisors.  Other  required  approvals  will  include 
California  State  Lands  Commission  ("SLC")  approval  of  the  appraisal  of  Seawall  Lot  330 
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1  AB  1 389  (Assemblymember  Kevin  Shelley)  was  enacted  in  2001 ,  and  was  amended  in  2003  by  AB  605 
(Assemblymember  Leland  Yee),  as  further  described  in  this  report. 
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only,  a  Major  Permit  issued  by  the  San  Francisco  Bay  Conservation  and  Development 
Commission  ("BCDC")  and  review  and  approval  by  various  state  resource  agencies  with 
jurisdiction  over  construction  activities  along  San  Francisco  Bay,  including  the  San 
Francisco  Bay  Regional  Water  Quality  Control  Board. 

City  staff  and  the  Office  of  Assemblymember  Ting  are  seeking  review  and  comment  on 
the  legislation  from  the  staff  of  the  SLC  and  BCDC  and  the  California  Attorney  General's 
Office,  as  well  as  public  comment  at  informational  presentations. 

Background 

On  August  9,  201 2,  the  Port  Commission  authorized  City  staff  to  enter  an  Exclusive 
Negotiation  Agreement  ("ENA")  for  Piers  30-32  and  Seawall  Lot  330  with  GSW  Arena 
LLC  ("GSW"),  a  wholly  owned  subsidiary  of  GSW  Sports  LLC  and  an  affiliate  of  the 
entity  that  owns  the  Golden  State  Warriors  basketball  team  ("Warriors"),  to  build  a  new 
privately  financed  state-of-the-art  multi-purpose  facility  capable  of  being  used  as  an 
event  venue  and  for  other  public  assembly  uses,  including  conventions,  Warriors'  home 
games  and  other  purposes,  together  with  related  public  infrastructure,  public  access 
improvements  and  other  improvements  (the  "Project").  The  staff  report  for  the  ENA2 
describes  prior  City  actions  related  to  the  Project,  including  sole  source  authorizations 
and  the  creation  of  a  project-related  Citizen's  Advisory  Committee  approved  by  the 
Board  of  Supervisors  and  the  Port  Commission. 

After  the  announcement  of  the  proposal  to  bring  the  Warriors  to  San  Francisco  on  May 
22,  2012,  City  staff  initiated  outreach  to  representatives  of  SLC,  BCDC  and  the 
California  Attorney  General's  Office  to  present  the  proposed  Project,  initiate  a 
discussion  regarding  the  Project's  Public  Trust  attributes,  and  seek  guidance  regarding 
Project  design. 

Public  Trust  Doctrine 

Title  to  most  of  the  Port  of  San  Francisco's  property  was  transferred  by  the  State  to  the 
City  via  the  1 968  Burton  Act  and  the  accompanying  Burton  Act  Transfer  Agreement. 
The  City,  acting  through  its  Port,  holds  such  property  in  trust  for  the  people  of  California. 
Port  lands  are  subject  to  the  terms  and  conditions  of  the  Burton  Act  ("Burton  Act  trust"), 
the  common  law  Public  Trust  for  commerce,  navigation  and  fisheries,  and  state 
constitutional  limitations  placed  on  trust  lands. 

SLC  administers  Public  Trust  lands  not  granted  to  local  agencies  and  oversees  the 
activities  of  local  grantees  such  as  the  Port. 

California  Public  Trust  law  governs  the  administration  of  tidelands  and  submerged  lands 
in  several  ways: 


2  A  copy  of  the  staff  report  may  be  found  at: 
http://www.sf  port.com/modules/showdocument.aspx?documentid=4531 
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•  The  California  Constitution,  Article  X,  Section  3  prohibits  the  sale  to  private 
interests  of  all  tidelands  fronting  on  a  waterway  used  for  navigation  and  within  2 
miles  of  an  incorporated  city. 

•  The  Legislature  may  authorize  a  local  grantee  to  sell  lands  reserved  solely  for 
street  purposes  if  they  are  no  longer  needed  for  navigation.  The  Legislature  may 
also  terminate  the  Public  Trust  in  tidelands  and  lift  the  prohibition  of  Article  X, 
Section  3  if  it  finds  that  the  subject  property  has  been  filled  as  part  of  a  highly 
beneficial  program  of  harbor  development,  is  no  longer  needed  for  trust 
purposes,  and  constitutes  a  relatively  small  portion  of  the  lands  granted  to  the 
local  agency. 

•  Legislative  trust  grants  to  local  grantees  (such  as  the  Burton  Act)  often  restrict 
the  uses  to  which  granted  lands  may  be  put  and/or  how  such  lands  should  be 
administered.  Common  law,  as  reflected  in  California  court  decisions,  places 
certain  limits  on  the  permissible  uses  of  trust  property.  Legal  opinion  letters 
drafted  by  the  California  Attorney  General  and  advice  letters  from  and  resolutions 
adopted  by  the  SLC  and  its  staff  provide  guidance  in  the  interpretation  of  the 
common  law  trust  restrictions. 

The  California  legislature,  in  the  exercise  of  its  trust  authority  as  the  ultimate  trustee  of 
Public  Trust  lands  in  California,  may  prohibit  or  allow  certain  uses  on  trust  lands. 

According  to  the  SLC: 

"Uses  of  trust  lands,  whether  granted  to  a  local  agency  or  administered  by  the 
State  directly,  are  generally  limited  to  those  that  are  water  dependent  or  related, 
and  include  commerce,  fisheries  and  navigation,  environmental  preservation  and 
recreation.  Public  trust  uses  include,  among  others,  ports,  marinas,  docks  and 
wharves,  buoys,  hunting,  commercial  and  sport  fishing,  bathing,  swimming  and 
boating.  Public  trust  lands  may  also  be  kept  in  their  natural  state  for  habitat, 
wildlife  refuges,  scientific  study,  or  open  space.  Ancillary  or  incidental  uses,  that 
is,  uses  that  directly  promote  trust  uses,  are  directly  supportive  and  necessary  for 
trust  uses,  or  that  accommodate  the  public's  enjoyment  of  trust  lands,  are  also 
permitted." 

Since  trust  lands  are  held  in  trust  for  the  people  of  California,  trust  law  recognizes 
restaurants,  hotels,  and  visitor-serving  retail  as  appropriate  ancillary  uses  that  further 
public  enjoyment  of  waterfront  areas. 

Generally,  local-serving  uses  (such  as  a  grocery  store)  that  do  not  require  a  waterfront 
location  and  private  uses  such  as  housing  are  prohibited  on  Public  Trust  property. 

Port  staff  published  a  detailed  informational  presentation  on  Public  Trust  issues  to  the 
Port  Commission  on  August  8,  2006,  a  copy  of  which  can  be  found  at: 


http://www.sfport.com/ftp/upioadedfiles/meetinqs/supportinq/2Q06/ltem3bPublicTrustDiscrussions 
StateLandsCommission.pdf 

A  fuller  discussion  of  the  Public  Trust  Doctrine,  known  as  SLC  Policy  88  (adopted  by 
SLC  on  8/29/01)  is  available  at: 

http://archives.slc.ca.gov/MeetinQ  Summaries/2001  Documents/09-1 7-01/ltems/091 701  R88.pdf 

State  Consideration  of  Public  Trust  Consistency 

The  issue  of  trust  consistency  often  arises  when  a  proposed  use  of  trust  lands  does  not 
fit  into  the  traditional  categories  of  permitted  or  prohibited  trust  uses,  such  as  the 
proposed  Piers  30-32  Multi-Purpose  Venue.  There  are  various  ways  in  which  this  issue 
may  be  considered  and  addressed  by  the  State: 

1 .  The  Port  may  consult  with  SLC  staff  and  the  Attorney  General's  Office  regarding 
the  design  and  uses  proposed  as  part  of  the  project.  Also,  the  SLC  Executive 
Officer  may  at  the  Port's  request  issue  a  letter  advising  that  the  project  is 
consistent  with  the  Public  Trust.  This  has  been  done  for  a  number  of  Port 
projects,  including  the  Ferry  Building,  Pier  1 ,  Piers  V/2-3-5,  and  the 
Exploratorium.  Exhibit  A  to  this  staff  report  summarizes  several  trust  consistency 
determination  letters  issued  for  Port  projects  (Pier  1 ,  Ferry  Building,  Piers  V/2  -3- 
5). 

2.  The  California  State  Lands  Commission  itself  may  hold  hearings  and  adopt  a 
resolution  finding  a  project  to  be  consistent  with  the  Public  Trust.  This  occurred  in 
connection  with  the  Giants  ballpark3,  and  with  the  proposed  Piers  27-31  Mills 
Mixed  Use  Recreation  Project  (a  project  which  was  not  approved  locally). 

3.  The  California  Legislature  may  enact  legislation  finding  that  a  project  meeting 
certain  criteria  would  further  the  purposes  of  the  Public  Trust,  which  occurred 
with  AB  1389  (Assemblymember  Shelley,  2001)  which  authorized  the  Port  to 
proceed  with  a  mixed  use  cruise  terminal,  office  and  retail  project  at  Piers  30-32 
(a  project  which  was  approved  locally,  but  was  not  constructed  due  to  higher 
than  expected  pier  substructure  costs). 

4.  BCDC,  in  its  exercise  of  its  Major  Permit  authority  related  to  mixed  use  projects 
on  piers,  must  make  findings  that  projects  are  consistent  with  the  Public  Trust  in 
the  Northeastern  Waterfront  (between  Pier  35  and  Mission  Creek)  under  the 
SAP,  except  where  the  Legislature  has  provided  otherwise,  such  as  in 
connection  with  the  cruise  terminal  project  authorized  at  Piers  30-32  by  AB 

1 389.  BCDC's  trust  consistency  findings  are  generally  made  in  consultation  with 
SLC. 


3  In  connection  with  AT&T  Park,  the  State  Lands  Commission  approved  a  determination  under  Public 
Resources  Code  Section  6701  et  seq.  that  the  ground  lease,  disposition  and  development  agreement  and 
related  agreements  between  the  City  and  the  San  Francisco  Giants'  development  affiliate  were  in 
accordance  with  the  Burton  Act,  the  proceeds  from  the  lease  would  be  expended  for  trust  purposes  and 
the  lease  and  related  agreements  were  in  the  best  interests  of  the  State. 
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Additionally,  while  both  the  California  Attorney  General  and  SLC  staff  may  issue  letters 
advising  that  projects  proposed  for  trust  property  are  not  consistent  with  the  Public 
Trust,  SLC  does  not  have  any  approval  authority  over  development  of  Piers  30-32 
required  by  statute. 

James  R.  Herman  Cruise  Terminal  at  Piers  30-32  and  AB  1389  (Chapter  489  of  the 
Statutes  of  2001) 

After  a  seven  year  planning  process,  the  Port  Commission  adopted  the  Waterfront  Land 
Use  Plan  in  1997,  after  which  the  Port  and  BCDC  undertook  a  joint  planning  process 
which  culminated  in  the  approval  of  the  Special  Area  Plan  for  the  San  Francisco 
Waterfront  ("SAP")  by  BCDC  in  2000,  along  with  Port  Commission  approval  of 
conforming  amendments  to  the  Waterfront  Land  Use  Plan. 

Contemporaneously,  the  Port  and  BCDC  contemplated  the  development  of  a  modern, 
2-berth,  mixed  use  cruise  terminal  at  Piers  30-32.  The  Port  negotiated  a  lease  with  San 
Francisco  Cruise  Terminal,  LLC  ("SFCT"),  an  affiliate  of  Lend  Lease,  for  the 
development  of  the  resulting  Bryant  Street  Pier  Project.  The  Bryant  Street  Pier  Project 
consisted  of  the  proposed  2-berth  100,000  square  foot  James  R.  Herman  Cruise  Ship 
Terminal  on  Piers  30-32,  325,000  square  feet  of  office  space  and  200,000  square  feet 
of  retail  shops,  300,000  square  feet  of  open  space,  a  two  acre  Brannan  Street  Wharf 
adjacent  to  the  site,  and  removal  of  approximately  175,000  square  feet  of  dilapidated 
piers.  The  project  also  included  a  136  unit  condominium  project  with  16  below-market 
rate  units  on  Vfc  acre  of  Seawall  Lot  330. 

During  lease  negotiations  with  SFCT,  Port  staff  consulted  with  SLC  staff  to  seek  a 
Public  Trust  consistency  determination.  In  2001  and  in  consultation  with  SLC  and  the 
California  Attorney  General's  Office,  the  Port  sought  state  legislation  to  authorize  the 
proposed  project  resulting  in  AB  1389  (Assemblymember  Kevin  Shelley).  The  policy 
issues  presented  by  the  proposed  project  -  including  the  proposal  to  build  a  significant 
amount  of  non-trust  general  office  space  and  non-trust  retail  in  order  to  finance  the 
construction  of  the  cruise  terminal  -  were  significant  enough  to  action  by  the 
Legislature,  acting  in  its  capacity  as  the  ultimate  trustee  of  Public  Trust  lands.  The  sale 
of  an  unbuilt  portion  of  Main  Street  within  Seawall  Lot  330  in  connection  with  a  trust 
exchange  lifting  the  trust  from  Seawall  Lot  330  also  required  authorization  by  the 
Legislature  in  1987. 

AB  1389,  attached  as  Exhibit  B,  included  the  following  major  provisions: 

•  Findings  affirming  the  BCDC  SAP  and  describing  unique  conditions  affecting 
Piers  30-32. 

•  Findings  determining  that  a  portion  of  Main  Street  (within  Seawall  Lot  330):  1 ) 
was  filled  in  connection  with  a  highly  beneficial  plan  of  improvement  for 
harbor  development;  2)  is  not  used,  suitable,  or  necessary  for  navigation  (or 
street)  purposes;  and  3)  constitutes  a  relatively  small  portion  of  the  granted 
tide  and  submerged  lands. 
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•  Authorization  for  the  Port  to  sell  the  portion  of  Main  Street  in  connection  with 
a  trust  exchange  approved  by  SLC  involving  a  portion  of  Seawall  Lot  330, 
pursuant  to  Chapter  31 0  of  the  Statutes  of  1 987. 

•  Authorization  to  develop  a  cruise  ship  terminal,  other  maritime  facilities,  and 
retail  and  office  space  at  Piers  30-32  subject  to  the  following  conditions: 

>  The  development  includes  a  modern  two-berth  cruise  ship  terminal  and  a 
public  access  component  that  meets  the  requirements  of  the  SAP  and  the 
San  Francisco  Bay  Plan  as  interpreted  by  BCDC  and  that  also  offers 
expanded  bay  views  and  public  access. 

>  Prior  to  submitting  a  major  permit  application  to  BCDC  for  the  cruise  ship 
terminal  development,  the  Port,  after  review  by  or  on  behalf  of  BCDC, 
approves  the  final  design  concept  for  the  Brannan  Street  Wharf. 

>  Prior  to  the  issuance  of  a  BCDC  permit  for  the  cruise  ship  development 
project,  the  Port  must  demonstrate  to  the  satisfaction  of  BCDC,  and  the 
State  Attorney  General's  Office,  that  it  has  encumbered  all  funds 
necessary  for  completion  of  the  Brannan  Street  Wharf  and  has  placed  the 
funds  in  a  segregated  account.  The  Port  and  BCDC  are  required  to  enter 
into  an  agreement  that  provides  for  the  Port  to  fund,  design,  and  construct 
the  Brannan  Street  Wharf  consistent  with  a  specified  timetable. 

>  The  amount  of  office  space  in  the  development  does  not  exceed  300,000 
leasable  square  feet  -  all  of  which  must  be  above  ground  level  -  and 
designed  to  include  public  spaces  and  public  access.  (The  legislation  also 
permits  an  additional  25,000  square  feet  of  general  office  space,  under 
specified  circumstances.) 

>  The  development  includes  a  marketing  program  to  maximize  office  space 
occupied  by  trust-related  tenants  over  the  life  of  the  development. 

>  The  cruise  ship  terminal  project,  as  approved  by  BCDC,  complies  with  the 
"trust  retail"  and  "nontrust  retail"  leasable  space  requirements  as  set  forth 
in  AB  1389. 

As  is  the  case  with  all  Public  Trust-related  legislation  sought  by  the  Port,  City  staff 
closely  negotiated  the  provisions  of  AB  1389  and  AB  605*  with  SLC,  BCDC  and  the 
California  Attorney  General's  Office. 

The  Bryant  Street  Pier  Project  was  ultimately  approved  by  the  Port  Commission  and  the 
Board  of  Supervisors  in  2003.  In  2004,  SFCT  commenced  construction  on  Seawall  Lot 


4  AB  605  (Assemblymember  Leland  Yee,  2003)  was  clean  up  legislation  amending  AB  1389.  The 
legislation  deleted  "indoor  public  assembly"  from  the  the  definition  of  "non-trust  retail." 
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330  to  develop  the  Watermark  condominium  project,  but  later  abandoned  the  lease  for 
Piers  30-32  when  SFCT  discovered  higher  than  projected  substructure  costs  to  improve 
the  site. 

Public  Trust  Analysis  of  the  Proposed  Project 

The  analysis  of  a  project's  consistency  with  the  Public  Trust  is  both  a  legal  and  policy 
exercise.  To  that  end,  both  City  staff  and  Deputy  City  Attorneys,  including  outside 
counsel,  have  been  engaged  in  reviewing  the  Public  Trust  issues  of  the  Project  since 
Fall  2012.  The  outcome  of  this  review  focuses  on  the  following  elements  of  the  Project: 

1.     The  Site 

The  Waterfront  Plan  identifies  Piers  30-32  as  a  major,  mixed-use  development 
opportunity  site  ("Site").  The  Port  has  undertaken  numerous  unsuccessful  attempts  to 
develop  the  Site  in  accordance  with  the  Waterfront  Plan's  objectives,  including  the 
recent  effort  related  to  the  34th  America's  Cup  and  the  previous  effort  to  develop  the 
Bryant  Street  Pier  Project.  In  each  of  those  two  instances  the  private  project  sponsor 
abandoned  its  plans  due  to  much  higher  than  expected  costs  to  repair  the  Piers  30-32 
substructure. 

The  Site  is  currently  used  for  surface  parking  for  cars  and  light  trucks.  While  this  use 
generates  important  revenues  for  the  Port's  Harbor  Fund  and  is  frequently  used  as  a 
parking  resource  for  AT&T  Park,  surface  parking  is  not  a  desirable  use  adjacent  to  the 
Brannan  Street  Wharf  and  the  Brannan  Street  Open  Water  Basin  designated  under  the 
BCDC  SAP. 

Piers  30-32,  which  has  a  limited  remaining  useful  life,  requires  a  substantial  capital 
investment  recently  estimated  at  $68  million  to  repair  the  substructure  and  bring  the 
piers  up  to  modern  seismic  standards  and  to  preserve  the  piers5.  Port  staff  believes 
that  this  cost  would  render  most  types  of  mixed  use  development  at  the  Site  financially 
infeasible.  (Note:  the  costs  to  improve  the  piers  for  the  proposed  Multi-Purpose  Venue 
are  expected  to  be  substantially  higher  in  order  to  support  the  venue  and  related 
structures  and  address  sea  level  rise). 

In  the  absence  of  development,  Port  engineers  currently  estimate  that  the  piers  have 
about  10  years  of  remaining  life.  Significant  portions  of  the  piers  are  already  restricted 
in  terms  of  heavy  truck  access.  As  structural  conditions  deteriorate,  it  is  likely  that  the 
piers  will  be  closed,  requiring  the  Port  to  fence  off  the  Site  to  protect  the  public.  Port 
staff  is  concerned  about  the  notion  of  fencing  off  the  1 3  acre  Site  and  the  attractive 
nuisance  the  Site  could  become  under  such  circumstances.  Port  engineers  have 
estimated  that  the  cost  to  remove  Piers  30-32  at  $45  million,  based  on  recent  projects 
such  as  Pier  36  removal.  Since  it  is  not  an  activity  that  generates  revenues,  pier 
removal  is  among  the  most  difficult  funding  challenges  the  Port  faces. 


5  Port  of  San  Francisco  2014-2023  10  Year  Capital  Plan. 
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In  view  of  these  circumstances,  Port  staff  continues  to  believe  that  mixed  use 
development  of  the  Site  that  preserves  the  piers  in  furtherance  of  the  Public  Trust  is  the 
best  way  to  promote  the  public's  enjoyment  of  the  waterfront  at  this  location.  The 
proposed  Multi-Purpose  Venue  represents  the  best  opportunity  since  the  adoption  of 
the  Waterfront  Land  Use  Plan  to  solve  the  high  substructure  costs  to  save  the  piers. 

When  it  was  adopted,  the  Waterfront  Land  Use  Plan  contemplated  the  potential  for 
developing  an  arena  in  the  South  Beach/Rincon  Point  Subarea  of  Port  property  at  the 
current  location  of  AT&T  Park,  which  is  only  within  a  few  blocks  of  the  Site.  The  Site 
provides  a  beautiful,  vibrant  and  easily  accessible  place  for  the  public  from  all  over  the 
Bay  Area  and  beyond  the  Bay  Area  to  enjoy  and  is  easily  accessible  by  multiple  modes 
of  public  transportation  including  BART,  MUNI,  CalTrain,  and  ferry  service. 

City  staff  believes  that  the  Public  Trust  analysis  of  the  proposed  Project  must  also 
examine  prior  efforts  that  have  been  undertaken  and  failed  at  the  Site,  and  what  is  likely 
to  happen  at  Piers  30-32  in  the  absence  of  development  at  the  Site. 

2.     Maritime  Uses 

The  Port's  finger  piers  were  originally  constructed  for  maritime  use.  When  the  Port 
examines  potential  development  at  these  piers,  staff  always  look  first  to  maritime  use  of 
the  available  berths.  Piers  30-32  has  an  advantage  for  maritime  use,  in  that  it  has  a 
naturally  deep-water  berth  at  its  eastern  edge. 

Fireboat  Station 

The  proposed  Project  includes  a  new  Fireboat  Station  for  the  San  Francisco  Fire 
Department.  The  City's  fireboats  have  operated  on  San  Francisco  Bay  for  over  one 
hundred  years,  providing  the  Fire  Department  with  the  ability  to  respond  to  fires  along 
the  shoreline  and  emergency  situations  on  San  Francisco  Bay.  The  City's  fireboats  are 
equipped  to  pump  Bay  water  into  the  City's  Auxiliary  Water  Supply  System,  which 
provides  redundancy  to  the  City's  capability  to  deliver  high-pressure  water  to  fight  fires. 
The  Fire  Department  provides  mutual  aid  to  other  jurisdictions  on  the  Bay  that  lack  on- 
water  emergency  response  capability. 

The  San  Francisco  Fire  Department  is  in  the  process  of  acquiring  a  third,  88  foot  Type  2 
Fireboat  with  quicker  response  time,  increased  pumping  capacity  and  expanded 
capabilities  to  respond  to  a  variety  of  on-water  emergency  situations,  including  oil  spill 
response.  Simultaneously,  the  Fire  Department  is  in  the  process  of  designing  a  new  fire 
station  that  can  berth  three  vessels  and  meet  modern  operating  standards.  The  Fire 
Department  requires  a  station  located  in  close  proximity  to  the  Bay  Bridge  in  order  to 
provide  appropriate  on-water  and  land  response  times. 

Co-locating  the  fireboat  station  at  the  Site  will  have  the  added  benefits  of  locating 
emergency  response  personnel  immediately  adjacent  to  the  Multi-Purpose  Venue  and 
its  associated  visitors,  providing  a  24-hour  a  day  public  presence  on  the  piers, 


accelerating  completion  of  the  new  station  and  reducing  the  cost  that  otherwise  will  be 
required  to  build  a  pier  sufficiently  large  to  berth  three  vessels. 

Tertiary  Cruise  and  Deep  Draft  Vessel  Berthing 

The  proposed  Project  includes  a  deep  draft  berth  on  the  east  end  of  Piers  30-32  for 
cruise  vessel  and  other  temporary  berthing.  The  Port  has  utilized  the  east  berth  of  Piers 
30-32  for  tertiary  cruise  berthing  when  other  Port  cruise  berths  (Pier  35  and  Pier  27)  are 
booked  or  not  available  for  use.  The  east  face  of  the  pier  is  one  of  the  Port's  few 
naturally  deep  berths;  due  to  fast  currents  in  this  area  of  the  waterfront,  the  berth  is  self- 
scouring  and  does  not  require  dredging. 

Cruise  use  at  this  location  is  temporary  in  nature.  The  berth  is  equipped  with  yokahama 
fenders  to  allow  vessels  to  berth  at  the  Site,  but  there  is  little  other  permanent 
equipment  at  the  site.  Maritime  and  cruise  staff  deliver  tents  to  the  Site  for  processing 
passengers  disembarking  vessels,  including  U.S.  Customs  and  Border  Patrol 
operations.  The  Site  is  used  for  port-of-call  cruise  berthing,  when  vessels  stop  in  San 
Francisco  to  allow  passengers  to  visit  the  City,  as  opposed  to  full-service  turn-arounds 
when  passengers  disembark  and  embark  with  their  luggage. 

City  staff  envisions  the  continued  use  of  the  east  berth  when  the  City  enjoys  triple  or 
quadruple-headers  (days  when  three  or  four  cruise  ships  are  berthed),  or  when  two 
vessels  call  on  San  Francisco  simultaneously  that  are  too  large  to  use  Pier  35,  in  which 
case,  the  vessels  would  berth  first  at  the  Port's  primary  berth  at  Pier  27  and  then  at 
Piers  30-32).  In  2012,  the  Port  enjoyed  three  triple-headers.  In  2013,  there  are  no 
triple-headers  scheduled,  because  both  Pier  27  and  Piers  30-32  are  either  under 
construction  or  in  use  for  the  34th  America's  Cup,  and  the  Port  is  only  operating  Pier  35 
as  a  cruise  facility. 

Piers  30-32  is  also  used  for  Fleet  Week.  In  2012,  the  USS  Malkin  Island,  an 
amphibious  assault  carrier  with  a  28'  draft,  berthed  at  Piers  30-32  and  was  available  for 
public  tours.  Fleet  Week  operations  require  a  high  level  of  security;  City  staff  and  GSW 
are  still  conducting  due  diligence  to  determine  the  compatibility  of  the  Multi-Purpose 
Venue  and  Fleet  Week. 

After  consulting  with  Port  Maritime  staff  and  the  Port's  Maritime  Commerce  Advisory 
Committee,  GSW  has  announced  plans  to  redesign  the  Multi-Purpose  Venue  at  Piers 
30-32  to  accommodate  tertiary  cruise  berthing  by  moving  the  facility  back  50'  from  the 
east  edge. 

Water-Oriented  Transportation 

GSW  and  City  staff  are  examining  two  forms  of  water-oriented  transportation  to  and 
from  the  Site:  water  taxis  and  ferries. 

On  September  1 1 ,  2012,  the  Port  Commission  authorized  the  Executive  Director  to 
enter  into  two  Landing  Rights  License  Agreements  with  San  Francisco  Water  Taxi  and 
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Tidelands  Marine  Group,  Inc.,  respectively.  San  Francisco  Water  Taxi  operates  a  hop- 
on,  hop-off  service  along  the  San  Francisco  waterfront  and  Tidelands  Marine  Group 
operates  an  on-call  service  between  San  Francisco  and  other  points  along  San 
Francisco  Bay.  The  Landing  Rights  License  Agreements  provide  access  to  landing 
facilities  at  South  Beach  Harbor,  Pier  11/2  and  Hyde  Street  Harbor.  The  proposed  Project 
at  Piers  30-32  would  incorporate  landing  facilities  for  water  taxi  service. 

GSW  and  City  staff  are  also  examining  ferry-excursion  access  to  the  Site.  Landing 
facilities  would  likely  be  incorporated  along  the  north  berth  of  Pier  30.  The  feasibility  of 
this  use  is  dependent  on  further  discussions  with  ferry  operators,  including  San 
Francisco  Bay  Water  Emergency  Transit  Authority  ("WETA")  and  Golden  Gate  Ferry. 
Both  operators  currently  utilize  the  Ferry  Building  for  regular  ferry  service;  Golden  Gate 
Ferry  also  provides  ballpark  service  to  AT&T  Park  which  has  seasonal  ferry  access. 
Locating  ferry  service  at  Piers  30-32  will  require  further  market  demand  analysis; 
examining  whether  ferry  patrons  can  walk  from  the  Ferry  Building;  and  analysis  of  the 
cost  of  installing  and  maintaining  ferry  floats  at  Piers  30-32  and  the  impact  of  these 
floats  on  pier  perimeter  public  access. 

3.     Public  Assembly 

The  core  non-maritime  element  of  the  Project  -  an  approximately  17,000-seat  multi- 
purpose event  venue  -  would  provide  a  year-round  destination  and  gathering  place  for 
visitors  at  a  key  location  on  the  waterfront  that  is  presently  a  surface  parking  lot  and 
does  not  provide  meaningful  public  access.  The  venue  would  host  approximately  200 
public  assembly  events  annually  including  the  43+  home  basketball  games  of  its  anchor 
tenant  (the  Warriors),  including  music  concerts,  family  performances,  and  trade  shows. 
The  iconic,  Bay-oriented  architecture  of  the  venue  would  help  define  the  San  Francisco 
waterfront  and  attract  the  public  to  the  Site.  Public  access  elements  would  be 
incorporated  directly  into  the  structure  itself,  including  a  public  ramp  encircling  the 
venue  and  a  viewing  area  near  the  top  of  the  structure,  which  would  provide  unique 
views  and  a  new  way  for  the  public  to  experience  the  Bay. 

Public  assembly  venues  over  water  have  a  history  in  California.  One  of  the  most  well 
known  is  the  AT&T  Park  in  San  Francisco.  The  ballpark,  which  was  determined  to  be 
consistent  with  the  Public  Trust  by  SLC,  shares  many  of  the  features  of  the  proposed 
venue  that  were  considered  important  to  the  trust  analysis:  a  major  waterfront  attraction 
with  free,  continuous  public  access  around  the  perimeter  of  the  site,  and  accessible  by 
several  transportation  modes,  including  water-transportation.  The  main  difference 
between  the  two  structures  is  that  the  ballpark  events  are  outdoor,  while  events  at  the 
Piers  30-32  venue  would  be  indoor.  The  ability  of  some  patrons  to  enjoy  views  of  the 
Bay  during  ballgames  was  one  of  the  factors  considered  by  SLC  in  its  findings. 

The  Warriors  are  working  on  design  features  that  provide  views  of  the  Bay  and  the  Bay 
Bridge  from  the  venue.  Thus,  though  the  indoor  experience  would  differ  somewhat  from 
the  outdoor  experience  at  the  ballpark,  the  sense  of  being  on  the  water  and  oriented 
toward  the  Bay  would  be  similar. 
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In  addition,  there  are  several  examples  of  indoor  public  assembly  uses  on  tide  and 
submerged  lands  in  other  parts  of  California.  Contemporary  examples  include  the 
convention  centers  in  San  Diego  and  Long  Beach,  and  the  Long  Beach  Arena,  which 
hosts  sporting  events,  concerts,  and  trade  shows.  The  Port  believes  that  the  Piers  30- 
32  Project  will  be  far  more  successful  than  these  projects  at  integrating  with  its 
waterfront  location  and  creating  public  access  to  the  water.  The  venue  would  share 
more  similarities  with  historic  indoor  public  assembly  venues  that  defined  some  of  the 
great  seaside  communities  in  the  last  century,  such  as  the  La  Monica  Ballroom  in  Santa 
Monica,  and  the  Long  Beach  Municipal  Auditorium.  There  are  no  formal  determinations 
or  court  decisions  regarding  the  trust  consistency  of  any  of  these  structures,  but  they 
serve  as  illustrative  examples  of  what  has  worked  (and  what  hasn't  worked)  in  terms  of 
waterfront  public  assembly  uses  in  California. 

City  staff  has  also  examined  examples  of  indoor  public  assembly  located  at  waterfront 
locations  throughout  the  world.  Iconic  examples  include  the  Sydney  Opera  House,  the 
Oslo  Opera  House,  and  the  Boston  Museum  of  Contemporary  Art,  all  of  which 
demonstrate  that  inspired  architectural  treatment  can  attract  people  to  urban 
waterfronts.  Attracting  people  to  the  waterfront  and  to  enjoy  San  Francisco  Bay  is  a 
core  component  of  the  Port's  Public  Trust  mission. 

Exhibit  C  includes  examples  of  public  assembly  uses  that  are  (or  have  been)  located  on 
trust  property  in  California  and  on  urban  waterfronts  around  the  world. 

4.     Public  Access  and  Open  Space 

The  proposed  Project  includes  more  than  50%  open  space,  including  perimeter  public 
access  on  Piers  30-32. 

The  BCDC  SAP  sets  forth  specific  policies  for  public  access  on  large  piers,  including  at 
least  35%  public  access  on  piers  such  as  Piers  30-32  and  the  following  specific 
provisions: 

Large  Piers  (Piers  30-32,  and  Piers  27-29  if  redeveloped  as  a  Large  Pier)6: 

i)  large  Piers  should  have  a  higher  proportion  of  their  area  devoted  to  public  access 
and  open  space  than  Finger  Piers; 

ii)  public  access  provided  should  consist  of: 

•  perimeter  access 

significant  park(s)/plaza(s)  on  the  pier  perimeter 

•  additional  areas,  e.g.,  small  parks  or  plazas  integrated  into  the  perimeter 
access 


6  This  is  an  excerpt  from  SAP  Geographic  Specific  Policies  related  to  Public  Access. 
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significant  view  corridors  to  the  Bay  from  points  on  the  pier  which  by  their 
location  have  more  of  a  relationship  to  the  water  than  to  the  project 

the  Bayside  History  Walk  (on  Pier  29) 

iii)  public  open  spaces  within  the  interior  of  large  piers  that  do  not  provide  physical 
or  visual  proximity  to  the  Bay  should  not  be  included  in  the  determination  of 
maximum  feasible  public  access  to  be  provided  on  the  pier. 

The  Port  has  been  working  with  BCDC  since  2000  to  plan  and  fund  a  network  of  major 
public  plazas  along  the  Northeastern  Waterfront  at  periodic,  5-7  minute  walking 
intervals,  including  the  Brannan  Street  Wharf.  The  Brannan  Street  Wharf  is  a  $25 
million  public  plaza  required  by  the  SAP,  due  to  open  for  public  use  in  July  2013.  The 
site  was  planned  as  a  major  public  benefit  in  association  with  mixed  use  development  of 
Piers  30-32  provided  for  in  both  the  Waterfront  Land  Use  Plan  and  the  SAP. 

In  the  view  of  City  staff,  the  public  investment  in  the  Brannan  Street  Wharf  will  be 
enhanced  by  development  at  Piers  30-32  that  provides  for  public  access  and  open 
space  on  the  piers  that  is  compatible  with  the  Wharf  and  replaces  the  current  surface 
parking  use  of  Piers  30-32.  The  conceptual  design  for  the  Piers  30-32  open  space 
includes  perimeter  public  access  around  Piers  30-32,  with  a  width  of  approximately  25' 
in  most  places.  The  proposed  Project  includes  a  wide  public  stairway  and  network  of 
ramps  that  rise  to  a  public  plaza  fronting  the  Multi-Purpose  Venue  at  a  level  of  35'  feet 
and  rising  to  an  upper  plaza  at  50'  at  the  north  side  of  Pier  30.  This  elevated  public 
access  encloses  Multi-Purpose  Venue  operations,  the  proposed  practice  courts, 
service,  loading  and  mechanical  space  and  a  community  room,  and  approximately  630 
parking  spaces  to  serve  the  facility.  The  Multi-Purpose  Venue  itself  includes  a 
proposed  public  access  facility  that  rises  from  pier  level  to  a  public  access  facility  near 
the  top  of  the  facility  to  provide  unique  views  of  the  Bay  from  multiple  vantage  points  as 
well  as  views  into  the  facility. 

The  nature  and  design  of  the  planned  public  access  and  plaza  areas  will  be  varied, 
incorporating  different  forms  of  landscaping  and  hardscape,  including  natural 
stormwater  management  features  to  treat  stormwater  runoff  before  it  enters  the  Bay. 
The  Port  and  BCDC  design  review  process  will  examine  the  proposed  design  of  the 
public  access  and  plaza  areas  in  detail,  including  programming  for  these  public  areas  to 
facilitate  use  by  the  public.  Opportunities  exist  for  outdoor  performance  areas  involving 
the  outdoor  stairs  facing  south  onto  the  Brannan  Street  Open  Water  Basin. 

Both  the  design  of  the  public  access  and  plaza  areas  and  the  associated  programming 
of  these  areas  will  determine  the  consistency  of  the  Project  with  SAP  policies  through 
the  BCDC  Major  Permit  process  and  the  extent  to  which  the  public  access  and  plazas 
contribute  to  the  trust  consistency  of  the  proposed  use  program. 

5.     Other  Trust  Uses 

The  Project  will  include  other  Public  Trust  uses,  including  a  200,000  sf  retail  component 
(both  within  the  Multi-Purpose  Venue  and  along  the  Embarcadero),  relocation  of  Red's 
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Java  House  within  the  Site,  and  installation  of  stormwater  management  features  to  treat 
stormwater  consistent  with  the  Port's  Stormwater  Management  Design  Guidelines  and 
the  requirements  of  the  San  Francisco  Bay  Regional  Water  Quality  Control  Board. 
Currently,  stormwater  falling  on  Piers  30-32  runs  untreated  directly  to  San  Francisco 
Bay.  Improvements  that  will  provide  treatment  for  13  acres  of  hardscape  will  improve 
the  health  of  San  Francisco  Bay. 

Consistent  with  the  provisions  of  AB  1389,  the  proposed  Project  will  include  a  mix  of 
trust-consistent  (visitor-serving)  retail  and  non-trust  retail,  with  the  majority  being  trust 
consistent.  The  retail  component  of  the  Project  will  activate  and  draw  visitors  to  the  site 
year-round,  including  days  when  the  Multi- Purpose  Venue  is  not  hosting  events. 

6.     Project  Changes 

The  Project  will  evolve  over  time  in  response  to  public  comment,  and  feedback  from 
policymakers,  City  staff,  BCDC,  SLC  and  the  California  Attorney  General's  Office. 
Accordingly,  the  preliminary  Public  Trust  analysis  described  in  this  staff  report  will 
evolve  as  well. 

AB  1273  -  Piers  30-32  Revitalization  Act 

Beginning  in  1987,  over  the  past  15  years,  the  Legislature  has  addressed  the  unique 
Public  Trust  issues  at  Seawall  Lot  330  and  Piers  30-32  and  has  also  weighed  in  on 
proposals  to  develop  both  sites.  Asking  the  Legislature  to  act  on  the  current  proposal  is 
consistent  with  this  approach.  As  such,  City  staff  believes  that  it  is  appropriate  for  the 
Legislature  to  address  the  Public  Trust  aspects  of  the  current  proposal.  SLC  does  not 
object  to  this  approach. 

The  Piers  30-32  Revitalization  Act  (attached  as  Exhibit  D)  would  amend  AB  1389  to 
reflect  the  changed  circumstances  that  have  occurred  since  the  legislation  was 
originally  enacted,  including  the  abandonment  of  the  prior  cruise  terminal  proposal  and 
other  proposals  to  develop  the  Site,  the  construction  of  a  new  primary  cruise  terminal  at 
Pier  27,  recent  legislation  pertaining  to  the  adjacent  Seawall  Lot  330,  and  the  proposed 
venue  project. 

AB  1273  would  retain  the  basic  structure  of  AB  1389,  but  would  make  the  following  key 
changes: 

>  Eliminates  the  authorization  for  300,000  square  feet  of  non-trust  general  office 
development. 

>  Authorizes  the  use  of  the  Piers  30-32  trust  lands  for  a  project  that  includes  a 
multi-purpose  venue,  subject  to  CEQA  compliance,  and  provided  the  project 
includes: 

o  Public  access  to  and  views  of  the  Bay 

o  A  significant  program  for  maritime  uses  which  may  include: 
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■  A  city  fireboat  station 

■  Deep  draft  berthing  on  the  east  edge  of  the  piers 

■  Water-based  transit  (such  as  a  water  taxi) 

■  Guest  berths 

o  Parking  designed  to  maintain  views  and  public  access, 
o  At  least  50%  of  retail  is  visitor-serving 

>  Allows  sale  of  Seawall  Lot  330  even  if  the  34th  America's  Cup  race  is  not  held  in 
San  Francisco,  provided  the  sale  proceeds  are  dedicated  to  the  Piers  30-32 
substructure,  public  access,  or  maritime  improvements7. 

>  Allows  any  acts  undertaken  pursuant  to  the  bill  to  be  validated  by  a  court. 

The  Port  Commission,  after  analysis  of  the  proposed  Project  pursuant  to  CEQA  is 
complete,  would  need  to  find  that  the  Project  is  consistent  with  the  legislation  prior  to 
approval. 

Port  staff  believe  that  the  amendments  would  further  Public  Trust  objectives  more  than 
the  project  authorized  by  AB  1389.  A  primary  cruise  terminal  would  no  longer  be  the 
central  element  of  the  project,  but  the  project  would  still  preserve  Piers  30-32  as  a 
maritime  facility,  including  a  home  for  the  City's  fireboat  operations  and  retention  and 
use  of  the  deep  water  east  berth.  The  public  nature  of  the  site  would  be  significantly 
enhanced  by  replacing  300,000  square  feet  of  private  office  space  with  a  public 
assembly  venue  designed  to  attract  the  public  to  the  waterfront.  The  legislation  also 
provides  requirements  for  the  venue  structure  itself,  ensuring  that  it  will  have  Bay 
orientation  and  a  strong  public  access  component  independent  of  ticketed  events. 

Piers  30-32  Citizen's  Advisory  Committee  ("CAC")  Presentation  of  the  Legislative 
Proposal 

On  Monday,  March  4,  2013,  City  staff  made  a  presentation  to  the  Piers  30-32  CAC 
regarding  the  subject  matter  of  this  staff  report,  including  the  Public  Trust  for  commerce, 
navigation  and  fisheries;  the  typical  process  for  obtaining  a  Public  Trust  consistency 
determination  from  the  State  of  California;  and  staff's  preliminary  Public  Trust  analysis 
of  the  proposed  Project.  The  CAC  heard  public  comment  on  the  proposed  legislation, 
which  included  comment  in  opposition  and  in  favor  of  the  Project.  Most  members  of  the 
public  who  spoke  expressed  concern  about  or  opposition  to  the  proposed  legislation. 
Comments  in  opposition  to  the  Project  expressed  the  view  that  the  proposed  use  is  not 
appropriate  for  a  pier  over  water;  the  height  of  the  proposed  Project  would  obstruct 
important,  public  Bay  views;  the  legislation  circumvents  the  authority  of  SLC  to 
determine  whether  the  proposed  Project  is  consistent  with  the  Public  Trust;  and  the 
proposed  use  would  create  transportation  conflicts  along  the  Embarcadero  Roadway. 


7  The  purpose  of  this  provision  is  to  reflect  the  fact  the  sale  of  Seawall  Lot  330  and  long-term 
rehabilitation  and  development  of  Piers  30-32  is  no  longer  being  sought  in  connection  with  the  34th 
America's  Cup,  which  was  the  context  for  the  Legislature's  enactment  of  AB  41 8,  but  rather  is  sought  in 
connection  with  the  proposed  Multi-Purpose  Venue  for  purposes  of  funding  substructure  costs. 
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Next  Steps 


AB  1273  was  introduced  on  February  22,  2013  as  a  spot  bill  in  order  to  give  more  time 
for  the  City  and  the  Office  of  Assemblymember  Ting  to  consult  with  SLC,  BCDC  and  the 
California  Attorney  General's  Office  regarding  the  text  of  the  bill.  Planned  next  steps 
include,  but  are  not  limited  to: 

•  On  or  before  Monday,  March  1 1 ,  2013,  Assemblymember  Ting  intends  to  submit 
amendments  to  AB  1273  consistent  with  Exhibit  D  to  this  staff  report,  including 
amendments  to  respond  to  comments  received  from  SLC,  BCDC  and  the 
California  Attorney  General's  Office  prior  to  that  time. 

•  The  Assembly  Rules  Committee  will  determine  which  policy  committee  will 
consider  the  bill,  and  whether  the  bill  will  be  referred  to  a  fiscal  committee. 

•  City  staff  anticipates  a  robust,  local  discussion  regarding  the  proposed 
legislation,  which  started  at  the  CAC  meeting.  The  CAC  Land  Use 
Subcommittee  Chair  announced  an  intention  to  pursue  a  discussion  of  the 
legislation  at  the  March  27,  2013  Land  Use  Subcommittee.  Other  potential  public 
forums  could  include  a  Board  of  Supervisors  hearing  on  the  state  legislation. 

Prepared  by:  Brad  Benson,  Port  Special  Projects  Manager 

For:  Byron  Rhett,  Port  Deputy  Director 

Planning  &  Development 
Jennifer  Entine  Matz,  Office  of  Economic  and 
Workforce  Development,  Director  of  Waterfront 
Development 


Exhibits 

Exhibit  A  -  Prior  State  Lands  Commission  Port  Project  Opinion  Letters 
Exhibit  B  -  AB  1389,  as  subsequently  amended  by  AB  605 
Exhibit  C  -  Examples  of  Waterfront  Public  Assembly  Uses 
Exhibit  D  -  Proposed  Piers  30-32  Revitalization  Act  (AB  1273) 
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Exhibit  A:  Prior  State  Lands  Commission  Port  Project  Opinion  Letters 

This  Appendix  reviews  the  opinion  letters  for  the  Port  projects  that  the  State  Lands 
Commission  has  previously  determined  to  be  trust  consistent  (Pier  1 ,  the  Ferry  Building, 
and  Piers  11/2-3-5). 

Pier  1  (May  1999) 

The  Pier  1  trust  consistency  letter  from  State  Lands  Commission,  which  was  drafted 
prior  to  the  adoption  of  the  BCDC  Special  Area  Plan,  highlights  the  following  key 
features  of  the  project: 

Historic  Designation  and  Planning  Orientation 

1 .  The  architectural  and  (maritime)  use  history  of  the  pier. 

2.  The  listing  of  Pier  1  on  the  National  Register  of  Historic  Places  and  the  California 
Register  of  Historical  Resources. 

3.  The  historical  planning  for  the  Ferry  Building,  Pier  1  and  the  Agriculture  Building 
as  a  unit,  including  the  Ferry  Building  Complex  in  the  City  Planning,  Port  and 
BCDC  Total  Design  Plan. 

4.  Pier  1  's  location  within  the  Ferry  Building  Waterfront  subarea  of  the  Waterfront 
Land  Use  Plan,  designated  as  the  "Ferry  Building  Mixed  Use  Opportunity  Area." 

5.  The  fact  that  Pier  1  is  viewed  as  being  "visually  connected"  to  the  Ferry  Building. 

6.  Development  of  Pier  1  based  on  a  concept  of  "integrated  and  mutually 
complementary  uses"  involving  interrelated  projects,  including  the  Downtown 
Ferry  Building  Project  (new  ferry  berths  and  public  access);  the  Ferry  Building 
Renovation  Project  (mix  of  public,  retail  and  commercial  uses,  including 
restaurants  and  food  stalls);  and  the  Public  Plaza  and  Extension  of  the  F  Line. 

Nature  of  Pier  1  Project 

1 .  The  public  access  around  the  perimeter  of  the  pier,  including  the  Bayside  History 
Walk  through  the  pier  along  the  old  Belt  Line  Railway  tracks. 

2.  Mixed  uses,  including  a  refurbished  Pier  1  Deli,  a  public  lobby  on  the 
Embarcadero,  Port  offices,  publicly  accessible  conference  rooms,  maritime- 
related  office  (with  a  companion  maritime  marketing  program),  and  project 
developer  (AMB)  offices  at  the  east  end  of  the  pier. 

3.  Restoration  of  the  pier  shed  in  a  manner  that  allows  viewing  of  the  interior  and 
roof  trusses. 

4.  Federal  tax  credits  to  restore  and  rehabilitate  the  pier  in  accordance  with 
Secretary  of  the  Interior  Standards  for  Rehabilitation  and  Guidelines  for 
Rehabilitating  Historic  Buildings. 

Factors  Contributing  to  Trust  Determination 

1 .  Preservation  and  restoration  of  a  historic  maritime  structure. 
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2.  Approval  subject  to  BCDC  "maximum  feasible  public  access"  permit 
requirements. 

3.  Maritime  office  space  (as  a  contributing  factor,  but  not  on  its  own). 

4.  Port  tenancy. 

5.  Approval  subject  to  BCDC  Section  10704  regulations  authorizing  bay  fill  to 
protect  historic  structures  listed  on  the  National  Register  of  Historic  Places  or  as 
a  California  Registered  Historic  Landmark. 

Subject  to  the  BCDC  "maximum  feasible  public  access"  permit  requirements  and  long 
term  mechanism  to  ensure  historic  preservation  (beyond  the  period  during  which  tax 
credits  are  claimed),  State  Lands  found  the  project  trust  consistent.  In  relation  to 
BCDC's  fill  rules,  they  cite  City  of  Berkeley  v.  Superior  Court  (1 980)  26  Cal.3d  51 5,  531  - 
532  and  People  ex  rel.  San  Francisco  Bay  etc.  Com,  v.  Town  of  Emeryville  (1 968)  69 
Cal.2d  533,  549,  as  well  as  the  Attorney  General's  advice  letter  dated  October  18, 1986 
and  October  9, 1 992  to  the  Executive  Director  of  BCDC. 

State  Lands  also  found  the  project  consistent  with  portions  of  the  Burton  Act:  Section  3 
"complete  authority  to  use,  conduct,  operate,  maintain,  regulate,  improve  and  control 
the  harbor...";  permitted  uses  under  Section  3;  the  grant  of  franchises  under  Section  3; 
"development  of  such  transferred  lands  for  the  highest  and  best  use  in  the  public 
interest"  under  Section  5;  and  Section  5  "[a]ny  other  uses  or  purposes  of  the  state,  as 
distinguished  from  purely  local  or  private,  which  are  in  fulfillment  of  those  trust  uses  and 
purposes  described  in  this  act". 

Significantly,  the  opinion  letter  does  not  contemplate  percentage  of  floor  area  dedicated 
to  uses. 

Ferry  Building  (February  2000) 

The  Ferry  Building  trust  consistency  letter  from  State  Lands  Commission,  which  was 
also  drafted  prior  to  the  adoption  of  the  BCDC  Special  Area  Plan,  highlights  the 
following  key  features  of  the  project: 

Historic  Designation  and  Planning  Orientation 

1 .  The  architectural  and  (maritime)  use  history  of  the  pier. 

2.  The  listing  of  the  Ferry  Building  on  the  National  Register  of  Historic  Places. 

3.  Its  central  location,  views  and  transit  access. 

4.  The  historical  planning  for  the  Ferry  Building,  Pier  1  and  the  Agriculture  Building 
as  a  unit,  including  the  Ferry  Building  Complex  in  the  City  Planning,  Port  and 
BCDC  Total  Design  Plan. 

5.  The  Ferry  Building's  location  within  the  Ferry  Building  Waterfront  subarea  of  the 
Waterfront  Land  Use  Plan,  designated  as  the  "Ferry  Building  Mixed  Use 
Opportunity  Area." 

6.  Development  of  the  Ferry  Building  based  on  a  concept  of  "integrated  and 
mutually  complementary  uses"  involving  interrelated  projects,  including  Phase  1 
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of  the  Downtown  Ferry  Building  Project  (new  ferry  berths  and  public  access);  the 
Pier  1  Renovation  Project;  and  the  Public  Plaza  and  Extension  of  the  F  Line. 

Description  of  the  Renovation  of  the  Ferry  Building 

1 .  The  expansion  and  improvement  of  public  spaces,  including  a  33,000  square  foot 
public  space  on  the  ground  floor,  surrounded  by  restaurants,  cafes  and  a  market 
hall,  a  Port  history  gallery,  and  ferry  support  services,  totaling  93,000  square  feet. 

2.  Significant  interior  and  perimeter  public  access,  connecting  to  Herb  Caen  Way. 

3.  Removal  of  the  second  floor  for  380  feet  of  660  foot  building  length,  opening 
views  of  the  nave,  and  refurbishment  or  reconstruction  of  other  desirable  historic 
features  including  panels,  pilasters  and  cornices. 

4.  A  Port  Commission  meeting  room. 

5.  1 47,000  square  feet  of  private  office  on  the  second  floor,  a  reduction  of  81 ,000 
square  feet  compared  to  the  then-current  total  of  228,000  square  feet. 

6.  Federal  tax  credits  to  restore  and  rehabilitate  the  pier  in  accordance  with 
Secretary  of  the  Interior  Standards  for  Rehabilitation  and  Guidelines  for 
Rehabilitating  Historic  Buildings. 

Factors  Contributing  to  Trust  Determination 

1 .  Preservation  and  restoration  of  a  historic  maritime  structure. 

2.  Significant  first  and  second  floor  trust  uses,  including  public  accessways,  a  public 
market  hall,  an  historic  gallery,  the  Port  Commission  meeting  room,  public 
access  to  historic  architecture,  restaurants  and  ferry  services. 

3.  Approval  subject  to  BCDC  "maximum  feasible  public  access"  permit 
requirements. 

Subject  to  the  BCDC  "maximum  feasible  public  access"  permit  requirements  and  long 
term  mechanism  to  ensure  historic  preservation  (beyond  the  period  during  which  tax 
credits  are  claimed),  State  Lands  found  the  project  trust  consistent.  State  Lands  cited 
(Marks  v.  Whitney  (1971)  6  Cal.3d  251 ,  259)  authorizing  flexible  uses  of  trust  property  in 
support  of  the  determination. 

State  Lands  also  found  the  project  consistent  with  portions  of  the  Burton  Act:  Section  3 
"complete  authority  to  use,  conduct,  operate,  maintain,  regulate,  improve  and  control 
the  harbor...";  permitted  uses  under  Section  3;  the  grant  of  franchises  under  Section  3; 
"development  of  such  transferred  lands  for  the  highest  and  best  use  in  the  public 
interest"  under  Section  5;  and  Section  5  "[a]ny  other  uses  or  purposes  of  the  state,  as 
distinguished  from  purely  local  or  private,  which  are  in  fulfillment  of  those  trust  uses  and 
purposes  described  in  this  act". 

Piers  V/2  -3-5  (April  2003) 

The  Piers  1 V2  -3-5  trust  consistency  letter  from  State  Lands  Commission  highlights  the 
following  key  features  of  the  project: 
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Historic  Designation  and  Planning  Orientation 

1 .  The  architectural  and  (maritime)  use  history  of  the  piers. 

2.  Their  central  location,  views  and  transit  access. 

3.  The  continued  operation  of  the  site  is  in  doubt  given  deteriorated  condition  of  the 
piers,  threatening  operation  of  Hornblower  Yachts,  an  important  trust  tenancy. 

4.  The  listing  of  the  piers  as  the  "Central  Embarcadero  Historic  Piers  District"  on  the 
National  Register  of  Historic  Places. 

5.  The  piers'  location  within  the  Ferry  Building  Waterfront  subarea  of  the  Waterfront 
Land  Use  Plan. 

6.  Development  of  the  project  based  on  a  concept  of  "integrated  and 
complementary  uses"  involving  interrelated  projects,  including  Rincon  Park; 
Phase  1  of  the  Downtown  Ferry  Building  Project  (new  ferry  berths  and  public 
access);  the  Ferry  Building;  the  Pier  1  Renovation  Project;  and  the  Public  Plaza 
at  the  Ferry  Building. 

Description  of  the  Renovation  of  Piers  IV2  -3-5 

1 .  The  extension  of  the  PortWalk  along  the  entire  project  perimeter  from  Pier  7  to 
Pier  3;  the  Bay  History  Walk  linking  Pier  1  and  a  walkway  through  Pier  1 Vz  and 
Pier  3;  and  four  public  accessways  through  the  Project  from  The  Embarcadero  to 
the  water. 

2.  Short  term  docks  at  Pier  5  and  water  taxis  and  excursion  craft  at  Pier  1 Vfe. 

3.  At  Pier  1  Vz,  restoration  of  the  historic  lobby,  an  oyster  bar,  a  restaurant  in  the 
former  Sacramento  ferry  waiting  room,  and  a  small  amount  of  private  office 
space  (with  a  Port  option  to  lease). 

4.  At  Pier  3,  mixed  uses,  including  vehicle  access  for  Hornblower  Yachts  at  the  end 
of  Pier  3,  private  offices,  Hornblower's  ticket  offices,  retail  and  a  cafe  on  the 
ground  floor  of  the  Pier  3  bulkhead,  private  offices  on  the  second  floor  of  the  Pier 
3  bulkhead. 

5.  At  Pier  5,  mainly  private  office  (occupied  by  the  developer  and  master  lessee) 
with  a  cafe. 

6.  Renovation  of  historic  detail,  including  trusses,  and  use  of  glass  in  key  locations 
to  enhance  public  views. 

7.  Federal  tax  credits  to  restore  and  rehabilitate  the  piers  in  accordance  with 
Secretary  of  the  Interior  Standards  for  Rehabilitation  and  Guidelines  for 
Rehabilitating  Historic  Buildings. 

Factors  Contributing  to  Trust  Determination 

1 .  Preservation  and  restoration  of  a  historic  maritime  structure. 

2.  "[Consideration  of  the  Public  Trust  and  Burton  Act  consistency  is  both  of  the 
project  as  a  whole,  and  of  the  renovation  and  future  uses  on  each  pier." 

3.  The  new  restaurant,  oyster  bar  and  Bay  History  Walk  in  Pier  1 1/2. 

4.  Bay  History  Walk,  cafe,  Hornblower  vehicle  access,  Hornblower  ticket  and  retail 
office  at  Pier  3,  and  seismic  work  benefiting  continued  operation  of  Hornblower  at 
the  end  of  Pier  3. 
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5.  The  cafe  and  on-site  developer's  office  in  Pier  5  (to  manage  the  trust  uses  of  the 
project),  allowable  because  Pier  5  is  narrow  and  difficult  to  subdivide. 

6.  Approval  subject  to  BCDC  "maximum  feasible  public  access"  permit 
requirements. 

7.  Lease-based  mechanisms  to  preserve  viewing  of  historic  trusses,  such  as 
restrictions  on  window  coverings,  glass  interior  walls  or  interior  lighting  to 
highlight  viewing  of  trusses. 

8.  Approval  subject  to  either  a  BCDC  requirement  or  a  lease-based  mechanism  to 
ensure  historic  preservation  beyond  the  period  during  which  tax  credits  are 
claimed. 

Subject  to  the  BCDC  "maximum  feasible  public  access"  permit  requirements,  long  term 
mechanism  to  ensure  historic  preservation  (beyond  the  period  during  which  tax  credits 
are  claimed),  and  measures  to  preserve  public  viewing  of  Pier  5  trusses,  State  Lands 
found  the  project  trust  consistent.  State  Lands  cited  (Marks  v.  Whitney  (1971)  6  Cal.3d 
251 ,  259)  authorizing  flexible  uses  of  trust  property  in  support  of  the  determination. 

State  Lands  also  found  the  project  consistent  with  portions  of  the  Burton  Act:  Section  3 
"complete  authority  to  use,  conduct,  operate,  maintain,  regulate,  improve  and  control 
the  harbor...";  permitted  uses  under  Section  3;  and  the  grant  of  franchises  under 
Section  3. 

While  this  trust  consistency  determination  introduced  the  notion  of  pier-by-pier  trust 
consistency  consistent  with  State  Lands  Commission  Policy  88,  it  recognized  a 
predominant  non-trust  use  in  Pier  5  which  was  mitigated  by  developer  occupancy. 
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EXHIBIT  B 
Pier  30-32/Seawall  330  Trust  Legislation 

AB  1389  (Stats  2001 ,  Ch.  489) 
AB  605  (Stats.  2003,  Ch.  68) 

SEC.  1  For  purposes  of  this  chapter,  the  following  terms  have  the  following  meanings: 

(a)  "BCDC"  means  the  San  Francisco  Bay  Conservation  and  Development 
Commission  established  pursuant  to  Section  66620  of  the  Government  Code. 

(b)  "Bay  jurisdiction"  means  the  jurisdiction,  powers,  and  duties  of  BCDC  pursuant 
to  Title  7.2  (commencing  with  Section  66600)  of  the  Government  Code  within  the  area 
defined  in  subdivision  (a)  of  Section  66610  of  the  Government  Code. 

(c)  "Bay  Plan"  means  the  San  Francisco  Bay  Plan  as  adopted  and  administered  by 
BCDC  pursuant  to  Title  7.2  (commencing  with  Section  66600)  of  the  Government  Code, 
including  all  amendments  thereto. 

(d)  "Boundary  of  the  Port  of  San  Francisco"  means  that  line  defining  the  boundary  of 
"Parcel  A"  in  the  description  of  the  lands  transferred  in  trust  to  the  City  and  County  of 
San  Francisco  pursuant  to  Chapter  1333  of  the  Statutes  of  1968,  recorded  on  May  14, 
1976,  in  Book  C169,  pages  573  to  664,  inclusive,  in  the  City  and  County  of  San 
Francisco  Recorder's  Office. 

(e)  "Brannan  Street  Wharf"  means  a  major  San  Francisco  waterfront  park  in  the 
area  of  Piers  34  and  36,  as  identified  in  the  Special  Area  Plan. 

(f)  "Burton  Act"  means  Chapter  1 333  of  the  Statutes  of  1968,  as  amended. 

(g)  "Burton  Act  trust"  means  the  statutory  trust  imposed  by  the  Burton  Act  (Chapter 
1333  of  the  Statutes  of  1968,  as  amended),  pursuant  to  which  the  state  conveyed  to  the 
City  and  County  of  San  Francisco,  in  trust,  by  transfer  agreement,  and  subject  to  certain 
terms,  conditions,  and  reservations,  the  state's  interest  in  certain  tide  and  submerged 
lands. 

(h)  "City"  means  the  City  and  County  of  San  Francisco. 

(i)  "McAteer-Petris  Act"  means  Title  7.2  (commencing  with  Section  66000)  of  the 
Government  Code. 

(j)  "Public  trust"  or  "trust"  means  the  public  trust  for  commerce,  navigation,  and 
fisheries. 

(k)  "Port"  means  the  City  and  County  of  San  Francisco  acting  by  and  through  the 
San  Francisco  Port  Commission. 
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(I)  "San  Francisco  Bay"  means  those  areas  defined  in  Section  66610  of  the 
Government  Code. 

(m)  "San  Francisco  waterfront"  means  those  portions  of  the  area  transferred  to  the 
port  pursuant  to  the  Burton  Act  that  also  lie  within  the  area  defined  in  subdivisions  (a) 
and  (b)  of  Section  66610  of  the  Government  Code. 

(n)  "Seawall  Lot  330"  means  that  parcel  of  property  located  in  San  Francisco 
identified  on  that  certain  map  entitled  SUR  790,  and  shown  on  Page  31 8  of  the  City  and 
County  of  San  Francisco  100  Scale  Ownership  Maps,  which  is  on  file  with  the  city's 
Bureau  of  Street  Use  and  Mapping. 

(o)  "Shoreline  band  jurisdiction"  means  the  jurisdiction,  powers,  and  duties  of  BCDC 
pursuant  to  Title  7.2  (commencing  with  Section  66600)  of  the  Government  Code  to 
regulate  uses  within  the  area  defined  in  subdivision  (b)  of  Section  66610  of  the 
Government  Code  to  ensure,  in  part,  maximum  feasible  public  access,  as  prescribed  in 
Section  66632.4  of  the  Government  Code. 

(p)  "Special  Area  Plan"  means  the  San  Francisco  Waterfront  Special  Area  Plan, 
dated  July  20,  2000,  adopted  by  BCDC,  as  amended  from  time  to  time. 

(q)  "Street"  means  those  lands  located  within  the  South  Beach/China  Basin 
Planning  area  of  the  San  Francisco  waterfront  at  Seawall  Lot  330,  and  also  lying  within 
Parcel  A  of  those  lands  transferred  to  the  City  and  County  of  San  Francisco  pursuant  to 
the  Burton  Act,  as  recorded  May  14,  1969,  in  Book  C  169  at  Pages  573  to  664, 
inclusive,  in  the  San  Francisco  Recorder's  office,  as  more  particularly  described  as  that 
portion  of  Main  Street,  located  between  Bryant  Street  and  the  Embarcadero,  vacated 
per  Ordinance  1 4-93  on  January  11,1 993,  on  file  with  the  San  Francisco  Bureau  of 
Street  Use  and  Mapping,  in  Book  10,  Page  94.  All  streets  and  street  lines  described  in 
the  preceding  sentence  are  in  accordance  with  that  certain  map  entitled  SUR  790,  and 
shown  on  Page  318  of  the  City  and  County  of  San  Francisco  100  Scale  Ownership 
Maps,  on  file  with  the  City's  Bureau  of  Street  Use  and  Mapping. 

(r)  "Waterfront  Land  Use  Plan"  means  the  Waterfront  Land  Use  Plan,  including  the 
Waterfront  Design  and  Access  Element,  adopted  by  the  port  pursuant  to  Resolution  No. 
97-50,  as  amended  from  time  to  time. 

SEC.  2.  The  Legislature  finds  and  declares  all  of  the  following: 

(a)  In  1965,  the  Legislature  adopted  the  McAteer-Petris  Act  to  protect  and  enhance 
the  San  Francisco  Bay  and  its  natural  resources.  The  McAteer-Petris  Act  grants  BCDC 
regulatory  authority  over  further  filling  in  San  Francisco  Bay  through  exercise  of  its  bay 
jurisdiction,  and  limits  that  activity  to  (1)  water-oriented  uses  that  meet  specified  criteria; 
(2)  minor  fill  that  improves  shoreline  appearance  or  public  access;  and  (3)  activities 
necessary  for  the  health,  safety  and  welfare  of  the  public  in  the  entire  bay  area.  The 
McAteer-Petris  Act  also  authorizes  BCDC  to  require  the  provision  of  maximum  feasible 
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access  to  the  bay  consistent  with  the  project  over  a  1 00-foot  shoreline  band  through  the 
exercise  of  its  shoreline  band  jurisdiction. 

(b)  In  1969,  pursuant  to  the  Burton  Act,  the  state  conveyed  by  transfer  agreement 
certain  state  tide  and  submerged  lands  to  the  Port.  The  lands  are  held  by  the  Port  in 
trust  for  purposes  of  commerce,  navigation,  and  fisheries,  and  are  subject  to  the  terms 
and  conditions  specified  in  the  Burton  Act  and  the  public  trust.  During  the  three 
decades  since  passage  of  the  Burton  Act,  issues  have  arisen  concerning  the  application 
of  the  McAteer-Petris  Act  to  the  piers  along  the  San  Francisco  waterfront.  To  address 
those  issues,  BCDC  and  the  Port  undertook  two  intensive  and  careful  planning 
processes,  which  lasted  over  nine  years. 

(c)  The  first  process  culminated  in  1997  with  the  adoption  by  the  Port  of  the 
Waterfront  Land  Use  Plan  and  with  the  adoption  by  the  Board  of  Supervisors  of  the  City 
and  County  of  San  Francisco  and  the  Planning  Commission  of  the  City  and  County  of 
conforming  amendments  to  the  City's  General  Plan  and  Planning  Code. 

(d)  In  July  2000,  after  the  second  five-year  cooperative  process  involving  the  Port, 
BCDC,  the  Save  San  Francisco  Bay  Association,  and  numerous  interested  community 
groups  and  individuals,  was  completed,  the  Port  adopted  further  amendments  to  the 
Waterfront  Land  Use  Plan.  BCDC  also  adopted  amendments  to  the  Special  Area  Plan 
which  is  incorporated  into,  and  made  a  part  of,  the  San  Francisco  Bay  Plan,  to  create 
consistent  plans  for  the  area  of  the  San  Francisco  waterfront  between  Pier  35  and 
China  Basin.  At  the  present  time,  the  Waterfront  Land  Use  Plan  addresses  specific 
McAteer-Petris  Act  issues  relating  to  public  access  and  the  preservation  and 
enhancement  of  open  water  as  a  bay  resource  in  this  area.  The  plan  also  defines 
public  access  opportunities  on  each  pier  in  this  area  and  calls  for  the  removal  of  certain 
additional  piers  to  enhance  water  views  and  create  additional  bay  surface  area. 

(e)  A  major  objective  of  the  joint  effort  described  in  subdivisions  (b),  (c),  and  (d)  is  to 
establish  a  new  criterion  in  the  San  Francisco  Bay  Plan  that  would  permit  fill  on  the  San 
Francisco  waterfront  in  an  area  where  a  Special  Area  Plan  has  been  adopted  by  BCDC 
for  uses  that  are  consistent  with  the  public  trust  and  the  Burton  Act  trust.  The  Special 
Area  Plan  for  the  area  between  Pier  35  and  China  Basin  should  provide  for  all  of 
following: 

(1)  The  nature  and  extent  of  maximum  feasible  public  access  for  the  piers  including 
perimeter  access,  a  history  walk  on  most  piers,  and  other  significant  access  features  on 
piers  where  appropriate. 

(2)  Two  major  public  plazas,  the  Brannan  Street  Wharf  adjacent  to  Pier  30-32  and 
another  in  the  vicinity  of  Pier  27. 

(3)  A  public  planning  process  to  lead  to  the  creation  of  a  third  major  public  plaza  in 
the  Fisherman's  Wharf  area. 


(4)  The  removal  of  certain  piers  to  uncover  additional  bay  surface. 

(5)  The  creation  and  funding  of  a  special  fund  within  the  Port  to  finance  the  removal 
of  the  selected  piers  and  the  construction  and  maintenance  of  those  public  plazas. 

(6)  A  historic  preservation  mechanism  to  ensure  preservation  of  important  historic 
resources  on  the  piers. 

(7)  The  ability  of  the  Port  to  repair,  improve,  or  use  the  piers  not  designated  for 
removal  between  Pier  35  and  China  Basin  for  any  purpose  consistent  with  the  Burton 
Act,  the  public  trust  and  the  Special  Area  Plan. 

(f)  The  San  Francisco  waterfront,  which  has  been  the  subject  of  this  planning 
process,  provides  benefits  to  the  entire  bay  area,  and  serves  as  a  unique  destination  for 
the  region's  public.  These  regionwide  benefits  include  enjoyment  of  a  unique,  publicly 
owned  waterfront  that  provides  special  maritime,  navigational,  recreational,  cultural,  and 
historical  benefits  that  serve  the  bay  area.  Accordingly,  the  adoption  by  BCDC,  and  the 
ratification  by  the  Legislature,  of  the  Special  Area  Plan,  as  amended,  is  necessary  to 
protect  the  health,  safety,  and  welfare  of  the  public  in  the  entire  bay  area  for  purposes  of 
subdivision  (f)  of  Section  66632  of  the  Government  Code. 

SEC.  3.  The  Legislature  also  hereby  finds  and  declares  all  of  the  following  with  respect 
to  Seawall  Lot  330  and  the  street: 

(a)  The  lands  comprising  the  street  are  tide  and  submerged  lands  that  have  been 
filled  and  reclaimed,  and  were  reserved  to  the  state  solely  for  street  purposes. 

(b)  The  filled  and  reclaimed  tide  and  submerged  lands  constituting  the  street  have 
been  filled  and  reclaimed  for,  and  in  connection  with,  a  highly  beneficial  plan  of 
improvement  for  harbor  development. 

(c)  The  street  is  not  used,  suitable,  or  necessary  for  navigation  purposes  and  is  not 
necessary,  or  used  for  street  purposes. 

(d)  The  street  or  any  interests  in  the  street  that  are  to  be  sold  by  the  city,  and  over 
which  the  Burton  Act  trust  and  the  public  trust  will  be  terminated,  constitute  a  relatively 
small  portion  of  the  granted  tide  and  submerged  lands. 

(e)  Section  3  of  Article  X  of  the  California  Constitution  permits  the  sale  to  any  city, 
county,  city  and  county,  municipal  corporation,  private  person,  partnership,  or 
corporation  of  tidelands  reserved  to  the  state  solely  for  street  purposes,  which  tidelands 
the  Legislature  finds  and  declares  are  not  used  and  not  necessary  for  navigation 
purposes,  subject  to  such  conditions  as  the  Legislature  may  impose  to  protect  the  public 
interest. 
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(f)  The  existence  of  the  street  limits  the  potential  development  of  Seawall  Lot  330. 
The  proposed  sale  will  be  consistent  with  Section  3  of  Article  X  of  the  California 
Constitution,  if  all  of  the  following  conditions  are  met: 

(1 )  The  consideration  for  the  sale  of  the  street,  pursuant  to  Section  3  of  Article  X  of 
the  California  Constitution,  shall  be  the  fair  market  value  of  those  lands  or  interests  in 
the  lands. 

(2)  The  street  to  be  sold  by  the  city  and  over  which  the  public  trust  or  the  Burton  Act 
trust,  or  both  trusts,  will  be  terminated  has  been  filled  and  reclaimed,  and  the  street 
consisting  entirely  of  dry  land  lying  above  the  present  line  of  mean  high  tide  is  no  longer 
needed  or  required  for  the  purposes  of  the  public  trust  or  the  Burton  Act  trust. 

(3)  The  street  to  be  sold  by  the  city  and  over  which  the  public  trust  or  the  Burton  Act 
trust,  or  both  trusts,  will  be  terminated  has  been  cut  off  from  direct  access  to  the  waters 
of  San  Francisco  Bay  by  past  filling  of  intervening  property  for  a  major  roadway  (the 
Embarcadero),  which  has  provided,  and  will  continue  to  provide,  lateral  public  access  to 
the  water. 

(4)  The  street  was  reserved  to  the  state  for  street  purposes  and  is  not  used  or 
necessary  for  navigation  purposes.  Therefore,  in  accordance  with  Section  3  of  Article  X 
of  the  California  Constitution,  that  street  can  and  should  be  conveyed  into  private 
ownership  for  uses  consistent  with,  and  in  furtherance  of,  this  act. 

(5)  The  sale  of  the  street  shall  occur  only  in  conjunction  with  a  simultaneous 
exchange  of  the  state's  sovereign  title  in  Seawall  Lot  330  pursuant  to  Chapter  310  of 
the  Statutes  of  1987,  according  to  the  terms  and  conditions  required  by  the  State  Lands 
Commission,  or  other  disposition  of  the  state's  sovereign  title  in  Seawall  Lot  330 
approved  by  the  State  Lands  Commission  or  the  Legislature. 

(g)  It  is  therefore  the  intent  of  the  Legislature,  subject  to  the  terms  and  conditions 
set  forth  in  this  act  to  authorize  the  city  to  dispose  of  the  street  for  private  use  free  from 
the  public  trust  or  the  Burton  Act  trust. 

SEC.  4.  The  Legislature  further  finds  and  declares  that  the  following  unique 
circumstances  exist  at  Pier  30-32  on  the  San  Francisco  waterfront,  and  that  therefore, 
this  act  sets  no  precedent  for  any  other  location  or  project  in  the  state: 

(a)  The  Pier  30-32  platform  bayward  of  the  Embarcadero  consists  of  an  obsolete, 
pile-supported  pier  structures  that  are  physically  no  longer  capable  of  serving  most 
trust-related  purposes  without  substantial  modification  and  repair. 

(b)  San  Francisco  is  the  center  of  northern  California's  cruise  activity.  The  need  for 
a  new  cruise  ship  terminal  has  been  recognized  for  over  40  years,  most  recently  in  a 
1998  assessment  by  the  Port  that  found  that  cruise  industry  experts  considered  the 
present  terminal  at  Pier  35  on  the  San  Francisco  waterfront  to  be  inferior  to  other  cruise 
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terminals  in  the  United  States.  That  assessment  also  concluded  that  the  existing  San 
Francisco  passenger  terminal  at  Pier  35  cannot  accommodate  modern  cruise  ships. 
Without  a  new  passenger  terminal,  California  stands  to  lose  a  significant  portion  of  the 
cruise  ship  business  it  presently  enjoys,  which  would  also  adversely  affect  the  many 
maritime  industries  dependent  on  a  healthy  cruise  industry. 

(c)  The  Port's  1998  assessment  evaluated  alternative  locations  for  a  new  cruise 
ship  terminal  and  concluded  that  Pier  30-32  was  the  most  viable  site  for  a  new  cruise 
terminal  in  San  Francisco  because  of  dredging,  site  configuration,  and  development 
considerations. 

(d)  The  Waterfront  Land  Use  Plan  and  the  Special  Area  Plan  recognize  that  the 
development  of  Pier  30-32  and  the  surrounding  area  within  the  South  Beach/China 
Basin  subarea  identified  in  the  Waterfront  Land  Use  Plan  would  further  the  public  trust 
purposes  of  increasing  maritime  activities  and  expanding  public  use  and  enjoyment  of 
the  waterfront  on  trust  lands  at  this  location. 

(e)  The  Port  has  solicited  proposals  and  has  chosen  a  developer  for  a  mixed-use 
development  at  Pier  30-32,  the  primary  purposes  of  which  are  to  promote  waterborne 
transportation  at  the  port  by  constructing  the  James  R.  Herman  International  Cruise 
Terminal  at  Pier  30-32,  and  to  further  public  use  and  enjoyment  of  the  tidelands  at  this 
location  by  providing  boat  berths,  public  access,  and  substantial  ground  floor 
commercial  public  trust  uses. 

(f)  In  addition  to  being  a  destination  for  cruise  ships,  the  planned  improvements 
include  berthing  facilities  for  waterborne  transit,  such  as  water  taxis  and  commercial 
excursion  and  recreational  boats  that  will  promote  local  waterborne  transit  and  establish 
the  proposed  development  at  Pier  30-32  as  a  water-side  destination  for  recreational 
boating. 

(g)  The  Brannan  Street  Wharf  will  lie  adjacent  to  Pier  30-32.  Pursuant  to  the 
Special  Area  Plan  implementation  requirements,  the  approval  and  construction  of  the 
proposed  development  at  Pier  30-32  requires  that  the  construction  of  Phase  I  of  the 
Brannan  Street  Wharf  be  completed  no  later  than  five  years  after  the  issuance  of  a 
certificate  of  occupancy  for  the  major  reuse  of  Pier  30-32,  and  that  the  entire  Brannan 
Street  Wharf  be  completed  no  later  than  1 5  years  after  issuance  of  a  certificate  of 
occupancy  for  the  major  reuse  of  Pier  30-32,  if  grant  funds  or  other  funding  are 
available,  or  20  years  if  not.  The  Brannan  Street  Wharf  will  provide  an  essential 
recreational  element  to  serve  the  public  trust  as  provided  in  the  Special  Area  Plan. 
Accordingly,  it  is  desirable  that  the  construction  of  the  Brannan  Street  Wharf  be 
accelerated. 

(h)  The  Port  is  committed  to  the  construction  of  the  Brannan  Street  Wharf  earlier 
than  required  under  the  Special  Area  Plan  through  investment  of  approximately  fifteen 
million  dollars  ($15,000,000)  for  the  removal  of  175,000  square  feet  of  pile-supported  fill 


and  development  of  public  access  improvements,  to  be  funded  primarily  by  revenue 
from  port  operations,  including  the  development  of  Pier  30-32. 

(i)  The  proposed  development  of  a  cruise  ship  terminal  at  Pier  30-32  will  require  a 
substantial  capital  investment  to  improve  the  piles  and  decking.  The  Port  must 
conserve  port  revenue  to  support  those  maritime  uses  and  public  improvements  for 
which  private  investment  is  not  economical.  Therefore,  the  Port  cannot  directly  fund  all 
necessary  capital  improvements  to  construct  new  needed  maritime  facilities,  including  a 
new  passenger  terminal  and  associated  improvements. 

(j)  Under  applicable  regulations,  and  due  to  the  limited,  seasonal  (May  through 
September)  nature  of  the  cruise  ship  operation,  cruise  ships  will  use  the  cruise  terminal 
only  approximately  65  to  100  days  per  year. 

(k)  The  inclusion  of  public  access  structures,  a  lagoon,  transient  boat  berthing, 
commercial  public  trust  uses,  together  with  a  new  passenger  terminal,  promotes  the 
trust  objectives  of  furthering  maritime  commerce  and  improving  public  access  and  use 
on  the  San  Francisco  waterfront. 

(I)  The  inclusion  of  upper  level  general  office  space  at  Pier  30-32  is  proposed 
because  it  provides  a  needed  incentive  for  private  investment.  To  the  extent  the  office 
space  is  not  occupied  by  trust  tenants,  it  is  not  a  trust  use,  notwithstanding  its 
importance  as  a  financial  inducement. 

SEC.  5.  The  Legislature,  in  the  exercise  of  its  retained  power  as  trustee  of  the  public 
trust,  and  in  view  of  the  unique  circumstances  existing  at  Pier  30-32  on  the  San 
Francisco  waterfront  and  the  considerable  statewide  public  benefit  and  promotion  of 
maritime  transportation  that  will  be  brought  about  by  the  construction  of  a  new 
passenger  cruise  ship  terminal,  improvements  to  berthing  facilities  for  waterborne 
transit,  a  lagoon,  improved  public  access  and  commercial  public  trust  uses  on  this  site, 
hereby  authorizes  the  Port  to  approve  a  cruise  ship  terminal  development  on  the  San 
Francisco  waterfront  at  Pier  30-32,  which  would  include  general  office  use  and  general 
retail  use,  if  all  of  the  following  conditions  are  met: 

(a)  The  development  includes  a  modern  two-berth  cruise  ship  terminal. 

(b)  The  development  includes  a  public  access  component  that  meets  the 
requirements  of  the  Special  Area  Plan  and  the  San  Francisco  Bay  Plan  as  interpreted 
by  BCDC  and  that  also  offers  expanded  bay  views  and  public  access. 

(c)  Prior  to  submitting  a  major  permit  application  to  BCDC  for  the  cruise  ship 
terminal  development,  the  Port,  after  review  by  or  on  behalf  of  BCDC,  approves  the  final 
design  concept  for  the  Brannan  Street  Wharf. 

(d)  Prior  to  the  issuance  of  a  BCDC  permit  for  the  cruise  ship  terminal  development, 
the  Port  demonstrates,  to  the  satisfaction  of  BCDC  and  the  Attorney  General's  office, 
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that  it  has  irrevocably  encumbered  all  of  the  funds  deemed  necessary  for  the 
completion  of  the  Brannan  Street  Wharf  and  has  placed  the  funds  in  a  segregated 
account  guaranteed  to  be  available  to  be  drawn  upon  for  the  construction  of  the 
Brannan  Street  Wharf,  and  the  Port  and  BCDC  enter  into  an  enforceable  agreement 
that  provides  for  the  Port  to  fund,  directly  or  through  grant  funding,  or  both,  design,  and 
construct  the  Brannan  Street  Wharf  consistent  with  the  following  timetable: 

(1)  The  Port  shall  complete  preliminary  engineering  drawings  for  the  Brannan  Street 
Wharf  and  prepare  and  submit  to  BCDC  a  financing  plan  approved  by  the  Port 
indicating  funding  sources  and  estimated  construction  costs  at  the  time  the  construction 
of  the  cruise  ship  terminal  development  commences. 

(2)  The  Port  shall  complete  Phase  1 ,  the  northern  portion  of  the  Brannan  Street 
Wharf  (in  the  area  of  Pier  34),  as  described  in  the  Special  Area  Plan 
contemporaneously  with  the  construction  of  the  cruise  terminal  development. 

(3)  The  Port  shall  remove  Pier  36  and  complete  the  Brannan  Street  Wharf  no  later 
than  five  years  after  commencement  of  construction  of  the  cruise  ship  terminal 
development. 

(e)  The  amount  of  office  space  in  the  development  does  not  exceed  300,000 
leasable  square  feet,  all  of  which  shall  be  above  the  ground  level.  This  office  space 
shall  also  be  designed  to  contribute  to  a  development  design  that  includes  public 
spaces  and  promotes  visual  and  public  access.  An  additional  25,000  leasable  square 
feet  of  space  in  the  cruise  ship  terminal  building  may  be  used  for  general  office  use  until 
the  earlier  of  either  of  the  following: 

(1 )  Fourteen  years  from  the  first  date  of  occupancy. 

(2)  When  home  berthing  ships  above  5,000  passenger  berth  capacity  call  for  15 
days  per  year  for  two  consecutive  years. 

(f)  The  development  includes  a  marketing  program  designed  to  maximize  the 
amount  of  general  office  space  occupied  by  trust-related  tenants  over  the  life  of  the 
development. 

(g)  The  cruise  ship  terminal  development,  if  approved  by  BCDC,  complies  with  the 
requirements  set  forth  in  this  subdivision.  For  purposes  of  this  subdivision  only,  "trust 
retail"  means  visitor  serving  public  trust  retail  and  restaurant  use.  "Nontrust  retail" 
means  other  retail  and  theatre  uses.  The  amount  of  trust  retail  leasable  space  shall  be 
equal  to  or  greater  than  the  nontrust  retail  leasable  space.  The  amount  of  trust  retail 
leasable  space,  nontrust  retail  leasable  space,  and  visitor  serving  trust  use  converted 
from  trust  or  nontrust  retail,  as  approved  by  BCDC,  shall  be  at  least  40  percent  of  the 
total  amount  of  office  leasable  space. 
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SEC.  6.  The  Legislature  finds  and  declares  that  the  2000  amendments  of  the  San 
Francisco  Bay  Plan  and  the  Special  Area  Plan  by  BCDC  are  authorized  under 
subdivision  (f)  of  Section  66632  of  the  Government  Code  as  necessary  to  protect  the 
health,  safety,  and  welfare  of  the  public  in  the  entire  Bay  Area,  and  BCDC's  actions  with 
respect  to  those  amendments  are  hereby  ratified  and  confirmed. 

SEC.  7.  Notwithstanding  the  Special  Area  Plan  and  the  Bay  Plan  requirement  for 
findings  of  consistency  with  the  public  trust  doctrine  and  the  Burton  Act  trust,  BCDC  is 
authorized  to  approve  the  cruise  ship  terminal  development  as  provided  in  this  act. 
Except  as  provided  in  Section  14  of  this  act,  nothing  in  this  act  is  intended  to  limit  the 
discretion  of  BCDC  to  approve  or  deny  permits  for  the  projects  described  in  this  act  in  a 
manner  consistent  with  the  McAteer-Petris  Act,  the  Bay  Plan,  the  Special  Area  Plan, 
and  this  act,  or  to  limit  the  discretion  of  BCDC  to  enforce  permits  issued  for  the  projects 
described  in  this  act. 

SEC.  8.  (a)  For  the  purpose  of  effectuating  the  sale  of  the  street,  including  the 
conveyance  of  the  street  by  the  city,  free  of  the  public  trust  and  the  Burton  Act  trust,  the 
State  Lands  Commission  may  convey  to  the  city  by  patent  all  of  the  rights,  title,  and 
interest  held  by  the  state  by  virtue  of  its  sovereign  trust  title  to  the  street,  including  any 
public  trust  interest  or  Burton  Act  reservation  or  trust  interest,  not  heretofore  conveyed, 
subject  to  any  reservations  the  State  Lands  Commission  determines  appropriate. 

(b)  In  any  case  where  the  state,  pursuant  to  this  act,  conveys  filled  tidelands  and 
submerged  lands  transferred  to  the  city  pursuant  to  the  Burton  Act,  the  state  shall 
reserve  all  minerals  and  all  mineral  rights  in  the  lands  of  every  kind  and  character  now 
known  to  exist  or  hereafter  discovered,  including,  but  not  limited  to,  oil  and  gas  and 
rights  thereto,  together  with  the  sole,  exclusive,  and  perpetual  right  to  explore  for, 
remove,  and  dispose  of  those  minerals  by  any  means  or  methods  suitable  to  the  state 
or  to  its  successors  and  assignees,  except  that,  notwithstanding  the  Burton  Act,  or 
Section  6401  of  the  Public  Resources  Code,  any  such  reservation  shall  not  include  the 
right  of  the  state  or  its  successors  or  assignees  in  connection  with  any  mineral 
exploration,  removal,  or  disposal  activity,  to  do  either  of  the  following: 

(1 )  Enter  upon,  use,  or  damage  the  surface  of  the  lands  or  interfere  with  the  use  of 
the  surface  by  any  grantee  or  by  the  grantee's  successors  or  assignees. 

(2)  Conduct  any  mining  activities  of  any  nature  whatsoever  above  a  plane  located 
500  feet  below  the  surface  of  the  lands  without  the  prior  written  permission  of  any 
grantee  of  the  lands  or  the  grantee's  successors  or  assignees. 

SEC.  9.  The  city  may,  pursuant  to  Section  3  of  Article  X  of  the  California  Constitution, 
sell  the  street  to  any  private  person,  partnership,  or  corporation,  with  the  approval  of  the 
State  Lands  Commission,  if  the  city  first  finds  that  the  sale  is  consistent  with  the 
legislative  findings  and  declarations  set  forth  in  Section  3.  That  sale  shall  not  be 
effective  unless  and  until  the  State  Lands  Commission,  at  a  regular  open  meeting  with 
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the  proposed  sale  of  the  street  as  a  properly  scheduled  agenda  item,  does  or  has  done, 
all  of  the  following: 

(a)  Finds,  or  has  found,  that  the  consideration  for  the  sale  of  the  street  pursuant  to 
Section  3  of  Article  X  of  the  California  Constitution  shall  be  the  fair  market  value  of  the 
street. 

(b)  Adopts,  or  has  adopted,  a  resolution  approving  the  sale  that  finds  and  declares 
that  the  street  has  been  filled  and  reclaimed,  is  cut  off  from  access  to  the  waters  of  San 
Francisco  Bay,  and  is  no  longer  needed  or  required  for  the  promotion  of  the  public  trust 
or  the  Burton  Act  trust,  and  that  no  substantial  interference  with  the  public  trust  or 
Burton  Act  trust  uses  and  purposes  will  ensue  by  virtue  of  the  sale.  The  resolution  shall 
also  declare  that  the  sale  is  consistent  with  the  findings  and  declarations  in  Section  3, 
and  the  sale  is  in  the  best  interests  of  the  state  and  city.  Upon  adoption  of  the 
resolution,  or  at  a  time  that  is  specified  in  the  resolution,  the  street  shall  thereupon  be 
free  from  the  public  trust  and  the  Burton  Act  trust. 

(c)  Finds,  or  has  found,  that  the  sale  of  the  street  shall  occur  only  in  conjunction  with 
a  simultaneous  exchange  of  the  state's  sovereign  title  in  Seawall  Lot  330  pursuant  to 
Chapter  310  of  the  Statutes  of  1987,  according  to  the  terms  and  conditions  required  by 
the  State  Lands  Commission,  or  other  disposition  of  the  state's  sovereign  title  in 
Seawall  Lot  330  approved  by  the  State  Lands  Commission  or  the  Legislature,  and  that 
the  proceeds  for  that  sale  will  be  devoted  to  trust-related  capital  improvements  by  the 
Port. 

SEC.  1 0.  Sales  made  by  the  city  pursuant  to  this  act  are  hereby  determined  to  be  of 
statewide  significance  and  importance  and,  therefore,  any  ordinance,  charter  provision, 
or  other  provision  of  local  law  inconsistent  with  this  act  is  not  applicable  to  those  sales. 

SEC.  1 1 .  Any  agreement  for  the  sale  of,  and  trust  termination  over,  the  street  pursuant 
to  this  act  shall  be  conclusively  presumed  to  be  valid,  unless  held  to  be  invalid  in  an 
appropriate  proceeding  in  a  court  of  competent  jurisdiction  to  determine  the  validity  of 
the  agreement.  Any  such  proceeding  shall  be  commenced  within  60  days  after  the 
recording  of  the  agreement. 

SEC.  12.  The  State  Lands  Commission  and  the  city  may  modify  any  description  and 
plat  prepared  and  recorded  pursuant  to  the  Burton  Act,  as  amended,  and  Section  1 1  of 
that  certain  agreement  relating  to  the  transfer  of  the  Port  of  San  Francisco  from  the 
state  to  the  city  and  dated  January  24,  1969,  and  to  record  the  modified  description  and 
plat  in  the  office  of  the  recorder  of  the  city. 

SEC.  13.  An  action  may  be  brought  under  Chapter  4  (commencing  with  Section 
760.01 0)  of  Title  1 0  of  Part  2  of  the  Code  of  Civil  Procedure  by  the  parties  to  any 
agreement  regarding  a  street  sale  or  exchange  of  land  entered  into  pursuant  to  this  act 
or  pursuant  to  Chapter  31 0  of  the  Statutes  of  1 987  to  confirm  the  validity  of  the 
agreement.  Notwithstanding  Section  764.080  of  the  Code  of  Civil  Procedure,  the 
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statement  of  decision  in  the  action  shall  include  a  recitation  of  the  underlying  facts  and  a 
determination  whether  the  agreement  meets  the  requirements  of  this  act,  Chapter  310 
of  the  Statutes  of  1987,  Sections  3  and  4  of  Article  X  of  the  California  Constitution,  and 
any  other  law  applicable  to  the  validity  of  the  agreement. 

SEC.  14.  The  authorization  contained  in  Section  5,  and  any  lease,  permit,  development 
approval,  or  other  entitlement  for  use,  including  any  BCDC  permit,  for  the  cruise  ship 
terminal  development  that  is  dependent  upon  that  authorization  is  not  affected  by  the 
failure  of  the  Port  to  perform  any  obligation  under  the  BCDC  agreement  referred  to  in 
subdivision  (d)  of  Section  5,  and  that  authorization  and  the  lease,  permit,  development 
approval,  or  other  entitlement  for  use  shall  remain  in  full  force  and  effect.  BCDC  may 
enforce  the  agreement  referred  to  in  subdivision  (d)  of  Section  5  by  specific 
performance  or  by  any  other  enforcement  remedy  in  the  McAteer-Petris  Act,  except  for 
revocation  of  any  BCDC  permit  issued  for  the  cruise  terminal  development. 
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Exhibit  C:  Examples  of  Public  Assembly  Uses  on  Urban  Waterfronts1 
1.  AT&T  Park2 

AT&T  Park  (originally  Pacific  Bell  Park)  was  completed  in  2000  at  an  estimated  cost  of 
$357  million  pursuant  to  a  ground  lease  and  disposition  and  development  agreement 
between  the  City  through  the  Port  and  a  development  affiliate  of  the  San  Francisco 
Giants.  The  ballpark  is  located  on  a  12.5  acre  site  and  has  a  seating  capacity  of 
41 ,503.  The  facility  has  also  hosted  football  games  (college  bowls,  high  school  playoffs, 
University  of  California  at  Berkeley's  201 1  season),  soccer  games,  snowboarding/big  air 
competitions,  the  Guitar  Hero  world  tour,  American  Idol  tryouts,  broadcasts  of  the  San 
Francisco  Opera,  among  other  events. 

Several  of  the  factors  that  led  the  California  State  Lands  Commission  to  determine  that 
the  project  would  further  the  purposes  of  the  public  trust  for  commerce,  navigation  and 
fisheries  include: 

•  the  low  right  field  wall  provides  Bay  views; 

•  the  project  includes  a  public  waterfront  promenade  along  Mission  Creek; 

•  the  public  can  watch  part  of  games  through  right  field  wall's  archways  at  no  cost; 

•  McCovey  cove  features  kayaking,  paddleboarding; 

•  Golden  Gate  Ferry  provides  ferry  service  to/from  games;  and 

•  the  project  was  part  of  a  larger  restoration  of  China  Basin,  including  marinas. 


1  The  research  into  examples  of  public  assembly  uses  on  urban  waterfronts  was  performed  by  Shute, 
Mihaly  and  Weinberger,  outside  special  counsel  specializing  in  Public  Trust  law. 

2  Sources:  sanfrancisco. giants. mlb.com/sf/ballpark/index.jsp;  Wikipedia. 
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2.  Santa  Monica  Pier3 


Santa  Monica  Pier  consisted  of  two  adjoining  piers.  The  first,  a  long,  narrow  Municipal 
Pier  opened  in  1909.  The  pier  was  designed  to  carry  sewer  pipes  past  surf  and  had  no 
amenities,  but  nonetheless  attracted  crowds.  The  second  short,  wide  pier  was  built  in 
1916  to  support  an  amusement  park  (one  of  six  amusement  piers  in  this  area  in  the 
early  1900's).  A  carousel  was  built  on  the  pier  in  1922  which  was  later  rebuilt  in  the 
Loof  Hippodrome  on  the  pier  (famous  as  part  of  the  "Sting"  in  1973).  Other  rides 
included  the  Blue  Streak  Racer  roller  coaster.  The  La  Monica  Ballroom,  with  a  capacity 
of  5,000,  opened  in  1924  for  concerts  and  dancing  and  was  the  largest  ballroom  on  the 
West  Coast.  After  use  as  a  roller  skating  rink,  the  Ballroom  was  closed  in  1962. 

The  pier  has  been  partially  destroyed  by  storms  several  times  and  rebuilt.  The  pier  and 
its  substructure  were  almost  completely  rebuilt  from  1987  to  1990,  with  an  amusement 
park,  fishing,  outdoor  entertainment  and  restaurants.  It  hosts  weekly  movie  screenings 
and  concerts  in  the  summer  that  are  free  to  the  public. 


Sources:  www.SantaMonicaPier.org;  www.santamonicalandmarks.com/landmk32.html; 
en.wikipedia.org/wiki/Santa_Monica_Pier. 
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3.  Long  Beach  Municipal  Auditoriums4 


The  first  Long  Beach  Municipal  Auditorium  was  built  on  a  pier  in  1905.  With  a  capacity 
6,000,  the  facility  was  primarily  used  for  concerts.  In  1913,  at  an  event  with  an 
estimated  10,000  attendees,  a  portion  of  the  facility  tragically  collapsed. 


The  second  Long  Beach  Municipal  Auditorium  was  built  on  fill  from  1928  to  1932  and 
surrounded  by  a  breakwater  called  the  Rainbow  Pier.  The  facility  was  used  for 
convention  and  performance  purposes.  Major  stars  such  as  Harry  James,  Glen  Miller 
and  Judy  Garland  performed  at  the  facility  to  crowds  as  large  as  1 1 ,000.  The  lagoon 
between  the  auditorium  and  breakwater  was  filled  as  part  of  the  Tidelands  Filling  Project 
in  the  late  1950's  and  1960's.  The  auditorium  was  demolished  in  1975  as  part  of  the 
Convention  and  Entertainment  Center  project. 


First  Municipal  Auditorium 


Second  Municipal  Auditorium 


4  Sources:  www.millikanalurnni.com/Pike/MunicipalAud.html;  scottymoore.net/lonqbeach.html. 
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4.  Long  Beach  Arena5 


The  Long  Beach  Arena  is  the  3rd  version  of  a  public  performance  space  on  the  Long 
Beach  waterfront,  built  on  fill  in  1962.  The  facility  hosts  sports  (1984  Olympics, 
basketball  playoffs),  concerts,  and  conventions.  The  arena  has  a  capacity  of  13,500 
and  75,000  square  feet  of  exhibition  space,  with  the  world's  largest  mural  (depicting 
marine  life)  on  the  exterior.  The  facility  was  constructed  and  is  periodically  renovated 
with  public  trust  revenues  from  oil/gas  leases. 

This  facility  is  not  part  of  an  active,  engaged  waterfront  district  and  is  not  necessarily  a 
precedent  for  other  projects.  The  Arena  is  surrounded  on  two  sides  by  large  surface 
parking  lots,  and  the  man-made  lagoon  in  front  of  the  Arena  is  separated  from  the 
actual  waterfront  by  a  6-lane  roadway  (East  Shoreline  Dr.)  and  additional  parking  lots. 
The  current  Arena  is  thus  less  representative  of  an  accessible  public  space  that  draws 
people  to  the  waterfront  and  enhances  their  experience  of  the  water  than  the  second 
municipal  auditorium  was  in  its  heyday. 


5  Sources:  www.lonqbeachcc.com/ ;  maps.qooqle.com/; 
en.wikipedia.org/wiki/Long_Beach_Convention_and_Entertainment_Center. 
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5.  Long  Beach  Convention  and  Entertainment  Center6 


Construction  of  the  Long  Beach  Convention  and  Entertainment  Center  commenced  in 
1962.  The  venue  is  constructed  on  filled  tidelands  and  offers  more  than  400,000  square 
feet  of  meeting  and  exhibit  space,  including  lounges,  34  meeting  rooms,  the  Grand 
Ballroom,  three  Exhibition  Halls,  the  Long  Beach  Arena,  the  Center  Theater,  and  the 
Terrace  Theater.  The  concourse  and  lobby  offer  harbor  views  and  the  facility's 
pedestrian  walkway  links  hotels,  shops  and  restaurants  with  the  harbor. 

As  noted  above,  a  6-lane  road  and  extensive  surface  parking  separate  the  Convention 
Center  and  Arena  from  much  of  the  Long  Beach  waterfront. 


6  Sources:  www.lonqbeachcc.com/ ;  maps.qooqle.com/; 
en.wikipedia.org/wiki/Long_Beach_Convention_and_Entertainment_Center. 
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6.  San  Diego  Convention  Center7 

The  original  convention  center  building  was  constructed  on  filled  tidelands  in  1989,  with 
a  significant  expansion  in  2001 .  The  convention  center  includes  615,701  square  feet  of 
total  exhibit  space  and  204,1 14  square  feet  of  overall  meeting  space.  The  facility  is 
located  in  the  Marina  district  of  downtown  San  Diego  near  the  Gaslamp  Quarter.  Most 
of  the  area  between  the  convention  center  and  the  waterfront  is  occupied  by  surface 
parking  lots  and  a  street.  A  grand  staircase  bridges  a  parking  area  to  connect  the 
convention  center's  terraces  to  a  waterfront  promenade  along  a  marina.  The 
convention  center  is  managed  by  the  San  Diego  Convention  Center  Corporation,  a  non- 
profit public  benefit  corporation.  The  facility  includes  Sails  Pavilion  with  roof  made  of 
Teflon-coated  fiberglass  "sails"  intended  to  reflect  San  Diego's  maritime  history  and 
proximity  to  the  San  Diego  shore. 


7  Sources:  www.visitsandiego.com/facilityinformation/;  maps.google.com/. 
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7.  Sydney  Opera  House 

The  Sydney  Opera  House  opened  in  1973,  and  was  designated  as  a  UNESCO  World 
Heritage  Site  in  2007  in  recognition  of  its  exceptional  combination  of  architecture  and 
waterfront  setting.  The  Opera  House  is  located  on  Bennelong  Point,  surrounded  on 
three  sides  by  the  harbor  and  on  the  fourth  by  the  Royal  Botanic  Gardens,  northeast  of 
the  Sydney  central  business  district.  The  site  includes  multiple  venues,  and  is  home  to 
Opera  Australia,  the  Australian  Ballet,  the  Sydney  Theatre  Company  and  the  Sydney 
Symphony  Orchestra.  With  an  indoor  seating  capacity  of  2,679,  the  facility  hostsl  ,500 
performances  each  year  attended  by  1 .2  million  people. 

The  Opera  House  is  surrounded  by  substantial  open  public  spaces,  of  which  the  large 
stone-paved  forecourt  area  with  the  adjacent  monumental  steps  is  regularly  used  as  a 
large-scale,  open  air  performance  space.  The  site  also  hosted  parts  of  2000  Olympic 
triathlon. 


Sources:  www.sydneyoperahouse.com/AboutA/enues.aspx.  Image  from 
alloffacts.blogspot.com/201 1/08/australia-is-one-in-this-world-that-can. html. 
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8.  Oslo  Opera  House9 


The  Oslo  Opera  House,  designed  by  Snohetta  (the  same  architect  retained  by  the 
Golden  State  Warriors),  opened  in  2008.  The  facility  is  located  adjacent  to  downtown 
Oslo,  constructed  on  a  contaminated,  former  industrial  site.  It  is  the  first  building  in  a 
comprehensive  urban  development  project  for  the  area. 

The  Opera  House  includes  3  performance  spaces,  totaling  414,000  square  feet.  The 
main  venue  seats  1 ,364.  The  roof  is  open  to  the  public  and  created  new  open  space  in 
central  Oslo.  Both  it  and  the  foyer  also  host  concerts.  The  Opera  House  is  home  to  the 
Norwegian  National  Opera  and  Ballet  and  National  Opera  Theatre  in  Norway.  The 
interior  windows  and  exterior  public  space  designed  to  maximize  views  of  water. 


9  Sources:  www.operaen.no/en/Learn-more/About-the-Opera-House/#section21 34203.  Image  from 


www. wired. com/culture/design/magazine/1 6-1 2/pl_design. 
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9.  Vancouver  Convention  Center10 


The  Vancouver  Convention  Center  provides  466,500  square  feet  of  meeting  space 
across  two  main  buildings,  with  90,000  square  feet  of  retail  along  a  public  waterfront 
promenade.  It  provides  440  underground  public  parking  spaces,  which  are  integrated 
into  the  facility.  The  architecture  is  designed  to  frame  and  reflect  marine  environment 
and  includes  a  green  roof  and  a  roof  that  incorporates  fabric  sails. 

The  Convention  Center  is  surrounded  by  open  space,  plazas,  walkways,  and  bike  paths 
bring  the  total  project  footprint  to  14  acres  of  land  and  8  acres  over  water.  The  adjacent 
Jack  Poole  Plaza  hosts  outdoor,  public  events  and  was  home  to  the  Olympic  cauldron 
for  the  201 0  Winter  Olympics.  It  is  available  for  use  by  The  facility  is  adjacent  to  the 
main  cruise  ship  terminal  for  city  and  region.  The  convention  cent  served  as  media 
center  for  201 0  Winter  Olympics. 


Sources:  Vancouverconventioncentre.com/thefacilities. 
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10.  Boston  Institute  of  Contemporary  Art11 

The  Boston  Institute  of  Contemporary  Art  opened  in  2006.  The  facility  fronts  directly  on 
Boston  Harbor  on  two  sides.  The  building  is  65,000  square  feet,  cantilevered  to  extend 
to  water's  edge.  The  facility  was  chosen  to  anchor  the  Fan  Pier  development  due  to  its 
ability  to  draw  visitors  to  the  waterfront  year-round.  Its  cafe  opens  directly  onto  an 
adjacent  3,500  square  feet  public  plaza  that  is  part  of  Boston's  47-mile  HarborWalk. 
The  theater  on  the  2nd  and  3rd  floors  has  glass  walls  fronting  Boston  Harbor  that 
suspend  viewers  almost  above  the  Harbor,  making  it  the  dominant  presence  in  the 
space. 


11  Sources:  www.icaboston.orq/about/thenewica/.  Image  from 
www.skyscrapercity.com/showthread.php?t=321 91 4. 
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11.  Copenhagen  Opera  House12 


The  Copenhagen  Opera  House  opened  in  2005.  The  facility  was  donated  to  Denmark 
by  the  co-founder  of  Maersk  shipping  line.  The  440,000  square  feet  facility  is  home  of 
the  Royal  Danish  Theater;  it  seats  up  to  1 ,703.  The  opera  house  is  located  on  an  island 
in  downtown  Copenhagen  and  is  designed  to  maximize  views  of  nearby  landmarks. 
The  glass  front  of  the  facility  provides  views  of  surrounding  harbor. 


12  Sources:  kqlteater.dk/;  en.wikipedia.org/wiki/Copenhagen_Opera_House.  Image  from 
www.coltinfo.co.uk/projects/theatres/copenhagen-opera-house/. 
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EXHIBIT  D 


Pier  30-32  Revitalization  Act 

An  act  to  amend  Chapter  489  of  the  Statutes  of  2001,  as  amended. 

The  people  of  the  State  of  California  do  enact  as  follows: 

SECTION  I.  This  act  shall  be  known,  and  may  be  cited,  as  the  Pier  30-32 
Revitalization  Act. 

SEC.  2.  Section  1  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is  amended 
to  read: 

Sec.  1.  For  purposes  of  this  chapterail,  the  following  terms  have  the  following 
meanings: 

(a)  "AB  418"  means  Chapter  477  of  the  Statutes  of  2011. 

(b)  ''America's  Cup"  means  the  34th  America's  Cup. 

(c)  "BCDC"  means  the  San  Francisco  Bay  Conservation  and  Development 
Commission  established  pursuant  to  Section  66620  of  the  Government  Code. 

(bd)  "Bay  jurisdiction"  means  the  jurisdiction,  powers,  and  duties  of  BCDC 
pursuant  to  Title  7.2  (commencing  with  Section  66600)  of  the  Government  Code 
within  the  area  defined  in  subdivision  (a)  of  Section  66610  of  the  Government 
Code. 

(ce)  "Bay  Plan"  means  the  San  Francisco  Bay  Plan  as  adopted  and 
administered  by  BCDC  pursuant  to  Title  7.2  (commencing  with  Section  66600)  of 
the  Government  Code,  including  all  amendments  thereto. 

(d)  "Boundary  of  the  Port  of  San  Francisco"  means  that  line  defining  the 
boundary  of  "Parcel  A"  in  the  description  of  the  lands  transferred  in  trust  to  the 
City  and  County  of  San  Francisco  pursuant  to  Chapter  1333  of  the  Statutes  of 
1968,  recorded  on  May  14,  1976,  in  Book  C169,  pages  573  to  664,  inclusive,  in  the 
City  and  County  of  San  Francisco  Recorder's  Office. 

(e(f)  "Brannan  Street  Wharf  means  a  major  San  Francisco  waterfront' park  in 
the  area  of  Piers  34  and  36,  as  identified  in  the  Special  Area  Plan. 


(fg)  "Burton  Act"  means  Chapter  1333  of  the  Statutes  of  1968,  as  amended. 

(gh)  "Burton  Act  trust"  means  the  statutory  trust  imposed  by  the  Burton  Act 
(Chapter  1333  of  the  Statutes  of  1968,  as  amended),  pursuant  to  which  the  state 
conveyed  to  the  City  and  County  of  San  Francisco,  in  trust,  by  transfer  agreement, 
and  subject  to  certain  terms,  conditions,  and  reservations,  the  state's  interest  in 
certain  tide  and  submerged  lands. 

(hi)  "City"  means  the  City  and  County  of  San  Francisco. 

(ij)  "McAteer-Petris  Act"  means  Title  7.2  (commencing  with  Section  66000)  of 
the  Government  Code. 

(jk)  "Public  trust"  or  "trust"  means  the  common  law  public  trust  for  commerce, 
navigation,  and  fisheries. 

(k-1)  "Port"  means  the  City  and  County  of  San  Francisco  acting  by  and  through 
the  San  Francisco  Port  Commission. 

(1m)  "San  Francisco  Bay"  means  those  areas  defined  in  Section  66610  of  the 
Government  Code. 

(ffln)  "San  Francisco  waterfront"  means  those  portions  of  the  area  transferred 
to  the  pPort  pursuant  to  the  Burton  Act  that  also  lie  within  the  area  defined  in 
subdivisions  (a)  and  (b)  of  Section  66610  of  the  Government  Code. 

(no)  "Seawall  Lot  330"  means  that  parcel  of  property,  or  any  portion  thereof, 
located  in  San  Francisco  identified  on  that  certain  map  entitled  SUR  790,  and 
shown  on  Page  318  of  the  City  and  County  of  San  Francisco  100  Scale  Ownership 
Maps,  which  is  on  file  with  the  city's  Bureau  of  Street  Use  and  Mapping. 

(e(p)  "SB  815"  means  Chapter  660  of  the  Statutes  of  2007,  as  amended. 

(cj)  "Shoreline  band  jurisdiction"  means  the  jurisdiction,  powers,  and  duties  of  -      ( Formatted:  space  After:  12  pt  1 
BCDC  pursuant  to  Title  7.2  (commencing  with  Section  66600)  of  the  Government 
Code  to  regulate  uses  within  the  area  defined  in  subdivision  (b)  of  Section  66610 
of  the  Government  Code  to  ensure,  in  part,  maximum  feasible  public  access,  as 
prescribed  in  Section  66632.4  of  the  Government  Code. 

(pr)  "Special  Area  Plan"  means  the  San  Francisco  Waterfront  Special  Area 
Plan,  dated  July  20,  2000,  adopted  by  BCDC,  as  amended  from  time  to  time. 
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(tjs)  "Street"  means  those  lands  located  within  the  South  Beach/China  Basin 
Planning  area  of  the  San  Francisco  waterfront  at  Seawall  Lot  330,  and  also  lying 
within  Parcel  A  of  those  lands  transferred  to  the  City  and  County  of  San  Francisco 
pursuant  to  the  Burton  Act,  as  recorded  May  14,  1969,  in  Book  C  169  at  Pages  573 
to  664,  inclusive,  in  the  San  Francisco  Recorder's  office,  as  more  particularly 
described  as  that  portion  of  Main  Street,  located  between  Bryant  Street  and  the 
Embarcadero,  vacated  per  Ordinance  14-93  on  January  11,  1993,  on  file  with  the 
San  Francisco  Bureau  of  Street  Use  and  Mapping,  in  Book  10,  Page  94.  All  streets 
and  street  lines  described  in  the  preceding  sentence  are  in  accordance  with  that 
certain  map  entitled  SUR  790,  and  shown  on  Page  318  of  the  City  and  County  of 
San  Francisco  100  Scale  Ownership  Maps,  on  file  with  the  City's  Bureau  of  Street 
Use  and  Mapping. 

(ft)  "Waterfront  Land  Use  Plan"  means  the  Waterfront  Land  Use  Plan, 
including  the  Waterfront  Design  and  Access  Element,  adopted  by  the  pPort 
pursuant  to  Resolution  No.  97-50,  as  amended  from  time  to  time. 

SEGSEC.  3.  Section  2  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is 
amended  to  read: 

Sec.  2.  The  Legislature  finds  and  declares  all  of  the  following:  *  ( Formatted:  space  After:  12  Pt  J 

(a)  In  1965,  the  Legislature  adopted  the  McAteer-Petris  Act  to  protect  and 
enhance  the  San  Francisco  Bay  and  its  natural  resources.  The  McAteer-Petris  Act 
grants  BCDC  regulatory  authority  over  further  filling  in  San  Francisco  Bay 
through  exercise  of  its  bay  jurisdiction,  and  limits  that  activity  to  (1)  water-oriented 
uses  that  meet  specified  criteria;  (2)  minor  fill  that  improves  shoreline  appearance 
or  public  access;  and  (3)  activities  necessary  for  the  health,  safety  and  welfare  of 
the  public  in  the  entire  bay  area.  The  McAteer-Petris  Act  also  authorizes  BCDC  to 
require  the  provision  of  maximum  feasible  access  to  the  bay  consistent  with  the 
project  over  a  100-foot  shoreline  band  through  the  exercise  of  its  shoreline  band 
jurisdiction. 

(b)  In  1969,  pursuant  to  the  Burton  Act,  the  state  conveyed  by  transfer 
agreement  certain  state  tide  and  submerged  lands  to  the  Port.  The  lands  are  held 
by  the  Port  in  trust  for  purposes  of  commerce,  navigation,  and  fisheries,  and  are 
subject  to  the  terms  and  conditions  specified  in  the  Burton  Act  and  the  public  trust. 
During  the  three  decades  since  passage  of  the  Burton  Act,  issues  have  arisen 
concerning  the  application  of  the  McAteer-Petris  Act  to  the  piers  along  the  San 
Francisco  waterfront.  To  address  those  issues,  BCDC  and  the  Port  undertook  two 
intensive  and  careful  planning  processes,  which  lasted  over  nine  years. 


3 


(c)  The  first  process  culminated  in  1997  with  the  adoption  by  the  Port  of  the 
Waterfront  Land  Use  Plan  and  with  the  adoption  by  the  Board  of  Supervisors  of 
the  City  and  County  of  San  Francisco  and  the  Planning  Commission  of  the  City 
and  County  of  conforming  amendments  to  the  City's  General  Plan  and  Planning 
Code. 

(d)  In  July  2000,  after  the  second  five-year  cooperative  process  involving  the 
Port,  BCDC,  the  Save  San  Francisco  Bay  Association,  and  numerous  interested 
community  groups  and  individuals,  was  completed,  the  Port  adopted  further 
amendments  to  the  Waterfront  Land  Use  Plan.  BCDC  also  adopted  amendments  to 
the  Special  Area  Plan  which  is  incorporated  into,  and  made  a  part  of,  the  San 
Francisco  Bay  Plan,  to  create  consistent  plans  for  the  area  of  the  San  Francisco 
waterfront  between  Pier  35  and  China  Basin.  At  the  present  time,  the  Waterfront 
Land  Use  Plan  addresses  specific  McAteer-Petris  Act  issues  relating  to  public 
access  and  the  preservation  and  enhancement  of  open  water  as  a  bay  resource  in 
this  area.  The  plan  also  defines  public  access  opportunities  on  each  pier  in  this 
area  and  calls  for  the  removal  of  certain  additional  piers  to  enhance  water  views 
and  create  additional  bay  surface  area. 

(e)  A  major  objective  of  the  joint  effort  described  in  subdivisions  (b),  (c),  and 
(d)  is  to  establish  a  new  criterion  in  the  San  Francisco  Bay  Plan  that  would  permit 
fill  on  the  San  Francisco  waterfront  in  an  area  where  a  Special  Area  Plan  has  been 
adopted  by  BCDC  for  uses  that  are  consistent  with  the  public  trust  and  the  Burton 
Act  trust.  The  Special  Area  Plan  for  the  area  between  Pier  35  and  China  Basin 
should  provide  for  all  of  following: 

(1)  The  nature  and  extent  of  maximum  feasible  public  access  for  the  piers 
including  perimeter  access,  a  history  walk  on  most  piers,  and  other  significant 
access  features  on  piers  where  appropriate. 

(2)  Two  major  public  plazas,  the  Brannan  Street  Wharf  adjacent  to  Pier  30-32 
and  another  in  the  vicinity  of  Pier  27. 

(3)  A  public  planning  process  to  lead  to  the  creation  of  a  third  major  public 
plaza  in  the  Fisherman's  Wharf  area. 

(4)  The  removal  of  certain  piers  to  uncover  additional  bay  surface. 

(5)  The  creation  and  funding  of  a  special  fund  within  the  Port  to  finance  the 
removal  of  the  selected  piers  and  the  construction  and  maintenance  of  those  public 
plazas. 
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(6)  A  historic  preservation  mechanism  to  ensure  preservation  of  important 
historic  resources  on  the  piers. 

(7)  The  ability  of  the  Port  to  repair,  improve,  or  use  the  piers  not  designated  for 
removal  between  Pier  35  and  China  Basin  for  any  purpose  consistent  with  the 
Burton  Act,  the  public  trust  and  the  Special  Area  Plan. 

(f)  The  San  Francisco  waterfront,  which  has  been  the  subject  of  this  planning 
process,  provides  benefits  to  the  entire  bay  area,  and  serves  as  a  unique  destination 
for  the  region's  public.  These  regionwide  benefits  include  enjoyment  of  a  unique, 
publicly  owned  waterfront  that  provides  special  maritime,  navigational, 
recreational,  cultural,  and  historical  benefits  that  serve  the  bay  area.  Accordingly, 
the  adoption  by  BCDC,  and  the  ratification  by  the  Legislature,  of  the  Special  Area 
Plan,  as  amended,  is  necessary  to  protect  the  health,  safety,  and  welfare  of  the 
public  in  the  entire  bay  area  for  purposes  of  subdivision  (f)  of  Section  66632  of  the 
Government  Code. 

(g)  The  Port  is  a  valuable  public  trust  asset,  a  vibrant  and  world  renowned 
tourist  destination,  and  a  vital  component  of  the  regional,  slate  and  national 
economies.  The  Port  faces  unique  challenges  in  implementing  the  Waterfront 
Land  Use  Plan  and  Special  Area  Plan.  Deferred  maintenance  on  the  Port's 
numerous  historic  piers  and  other  structures,  together  with  limitations  on  revenue 
generating  opportunities,  has  caused  deteriorating  conditions  along  the  San 
Francisco  waterfront.  The  estimated  cost  of  implementing  the  Port's  capital  plan  is 
over  two  billion  dollars  ($2,000,000,000),  which  substantially  exceeds  the 
projected  revenues  of  the  Port  available  for  these  purposes.  A  purpose  of  this  act  is 
to  further  the  public  trust  by  facilitating  the  Port's  implementation  of  important 
parts  of  the  Waterfront  Land  Use  Plan,  the  Special  Area  Plan,  and  the  Port's  capital 
plan,  subject  to  environmental  review  as  required  under  the  California 
Environmental  Quality  Act,  Division  13  (commencing  with  Section  21000)  of  the 
Public  Resources  Code. 

SEC.  4.  Section  3  of  Chapter  489  of  the  Statutes  of  200f ,  as  amended,  is  amended 
to  read: 

Sec.  3.  The  Legislature  also  hereby  finds  and  declares  all  of  the  following  with 
respect  to  Seawall  Lot  330  and  the  street: 

(a)  The  lands  comprising  the  street  are  tide  and  submerged  lands  that  have  been 
filled  and  reclaimed,  and  were  reserved  to  the  state  solely  for  street  purposes. 
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(b)  The  filled  and  reclaimed  tide  and  submerged  lands  constituting  the  street 
have  been  tilled  and  reclaimed  for,  and  in  connection  with,  a  highly  beneficial  plan 
of  improvement  for  harbor  development. 

(c)  The  street  is  not  used,  suitable,  or  necessary  for  navigation  purposes  and  is 
not  necessary,  or  used  for  street  purposes. 

(d)  The  street  or  any  interests  in  the  street  that  are  to  be  sold  by  the  city,  and 
over  which  the  Burton  Act  trust  and  the  public  trust  will  be  terminated,  constitute  a 
relatively  small  portion  of  the  granted  tide  and  submerged  lands. 

(e)  Section  3  of  Article  X  of  the  California  Constitution  permits  the  sale  to  any 
city,  county,  city  and  county,  municipal  corporation,  private  person,  partnership,  or 
corporation  of  tidelands  reserved  to  the  state  solely  for  street  purposes,  which 
tidelands  the  Legislature  finds  and  declares  are  not  used  and  not  necessary  for 
navigation  purposes,  subject  to  such  conditions  as  the  Legislature  may  impose  to 
protect  the  public  interest. 

(f)  The  existence  of  the  street  limits  the  potential  development  of  Seawall  Lot 
330.  The  proposed  sale  will  be  consistent  with  Section  3  of  Article  X  of  the 
California  Constitution,  if  all  of  the  following  conditions  are  met: 

(1)  The  consideration  for  the  sale  of  the  street,  pursuant  to  Section  3  of  Article 
X  of  the  California  Constitution,  shall  be  the  fair  market  value  of  those  lands  or 
interests  in  the  lands. 

(2)  The  street  to  be  sold  by  the  city  and  over  which  the  public  trust  or  the 
Burton  Act  trust,  or  both  trusts,  will  be  terminated  has  been  filled  and  reclaimed, 
and  the  street  consisting  entirely  of  dry  land  lying  above  the  present  line  of  mean 
high  tide  is  no  longer  needed  or  required  for  the  purposes  of  the  public  trust  or  the 
Burton  Act  trust. 

(3)  The  street  to  be  sold  by  the  city  and  over  which  the  public  trust  or  the 
Burton  Act  trust,  or  both  trusts,  will  be  terminated  has  been  cut  off  from  direct 
access  to  the  waters  of  San  Francisco  Bay  by  past  filling  of  intervening  property 
for  a  major  roadway  (the  Embarcadero),  which  has  provided,  and  will  continue  to 
provide,  lateral  public  access  to  the  water. 

(4)  The  street  was  reserved  to  the  state  for  street  purposes  and  is  not  used  or 
necessary  for  navigation  purposes.  Therefore,  in  accordance  with  Section  3  of 
Article  X  of  the  California  Constitution,  that  street  can  and  should  be  conveyed 
into  private  ownership  for  uses  consistent  with,  and  in  furtherance  of,  this  act. 
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(5)  The  sale  of  the  street  shall  occur  only  in  conjunction  wilh  u  simultaneous 
exchange  of  the  state's  sovereign  title  in  Seawall  Lot  330  pursuant  to  Chapter  310 
of  the  Statutes  of  1987,  according  to  the  terms  and  conditions  required  by  the  State 
Lands  Commission,  or  other  disposition  of  the  state's  sovereign  title  in  Seawall  Lot 
330  approved  by  the  State  Lands  Commission  or  the  Legislature. 

(g)  It  is  therefore  the  intent  of  the  Legislature,  subject  to  the  terms  and  *•  ( Formatted:  space  After:  12  pt  ] 
conditions  set  forth  in  this  act  to  authorize  the  city  to  dispose  of  the  street  for 

private  use  free  from  the  public  trust  or  the  Burton  Act  trust. 

(h)  In  2003,  the  Port  and  the  State  Lands  Commission  entered  into  an  exchange 
agreement  pursuant  to  Chapter  310  of  the  Statutes  of  1987  by  which  a  portion  of 
Seawall  Lot  330  was  freed  from  the  public  trust  and  the  Burton  Act  trust  and  was 
sold  for  fair  market  value,  the  proceeds  from  which  were  dedicated  to  construction 
of  the  Brannan  Street  Wharf.  The  Legislature  enacted  SB  815  in  2007,  which 
lifted  the  public  trust  and  Burton  Act  trust  use  restrictions  from  the  remainder  of 
Seawall  Lot  330,  including  the  street,  until  2094.  In  2011,  the  Legislature  enacted 
AB  418  to  facilitate  the  America's  Cup,  which,  subject  to  certain  conditions,  freed 
the  remainder  of  Seawall  Lot  330,  including  the  street,  from  the  public  trust  and 
authorized  the  Port  to  sell  Seawall  Lot  330  at  fair  market  value,  subject  to  State 
Lands  Commission  approval.  Nothing  in  this  section  is  intended  to  limit  the  effect 
of,  or  the  authority  granted  to  the  Port  by,  SB  815  and  AB  418  with  respect  to 
Seawall  Lot  330,  including  the  street. 

SEC.  5.  Section  4  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is  amended 
to  read: 

Sec.  4.  The  Legislature  further  finds  and  declares  that  the  following  unique 
circumstances  exist  at  Pier  30-32  on  the  San  Francisco  waterfront,  and  that 
therefore,  this  act  sets  no  precedent  for  any  other  location  or  project  in  the  state: 

(a)  The  Pier  30-32  platform  bay  ward  of  the  Embarcadero  consists  of  an  *- { Formatted:  space  After:  12  pt  ) 

obsolete,  pile-supported  pier  structures  that  are  physically  no  longer  capable  of 
serving  most  trust-related  purposes  without  substantial  modification  and  repair. 
The  pier  is  an  approximately  13-acre  facility  centrally  located  along  the  waterfront 
and  wilh  a  natural  deep  water  berth  along  its  east  lace.    However,  the  poor 
structural  condition  of  Pier  30-32  currently  limits  the  use  of  the  pier  to  automobile 
parking  and  occasional,  temporary  use  as  a  tertiary  berth  for  cruise  ships  and  other 
deep  draft  vessels.  The  pier  has  a  limited  remaining  useful  life.  The  port  estimates 
that  the  cost  of  removing  the  pier  would  exceed  forty-five  million  dollars 
($45,000.000). 
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(b)  San  Francisco  is  the  center  of  northern  California's  cruise  activity.  The 
need  for  a  new  cruise  ship  terminal  has  been  recognized  for  over  40  years,  most 
recently  in  a  1998  assessment  by  the  Port  that  Preserving  Pier  30-32  requires  a 
substantial  capital  investment  to  improve  the  piles  and  decking  to  modern  seismic 
standards.  The  estimated  cost  of  rehabilitating  the  pier  substantially  exceeds  its 
fair  market  value.  The  Port  does  not  have  adequate  funding  in  its  ten-year  capital 
plan  for  the  costs  to  improve  or  to  remove  the  pier  due  to  limited  Port  resources 
and  competing  Port  priorities,  including  completion  of  a  new  international  cruise 
terminal  at  Pier  27  and  the  preservation  of  historic  maritime  resources  in  the  Port's 
jurisdiction.  The  Port  must  conserve  Port  revenue  to  support  those  maritime  uses 
and  public  improvements  for  which  private  investment  is  not  economical. 
Therefore,  it  is  not  feasible  for  the  Port  to  directly  fund  all  necessary  capital 
improvements  to  preserve  the  pier  and  construct  new,  needed  maritime  or  other 
public  trust  facilities  on  Pier  30-32. 

(c)  Over  the  past  decade,  the  Port  has  sought  to  preserve  and  develop  Pier  30- 
32  through  public-private  partnerships.  In  2001,  the  Legislature  authorized  the 
development  of  Pier  30-32  with  a  new  cruise  ship  terminal,  office  space,  and  retail 
space.  The  need  for  a  new  cruise  ship  terminal  has  been  recognized  for  over  40 
years.  A  1998  assessment  by  the  Port  found  that  cruise  industry  experts  considered 
the  present  terminal  at  Pier  35  on  the  San  Francisco  waterfront  to  be  inferior  to 
other  cruise  terminals  in  the  United  States.  That  assessment  also  concluded  that 
the  existing  San  Francisco  passenger  terminal  at  Pier  35  cannot  accommodate 
modern  cruise  ships.  Without  a  new  passenger  terminal,  California  stands  to  lose  a 
significant  portion  of  the  cruise  ship  business  it  presently  enjoys,  which  would  also 
adversely  affect  the  many  maritime  industries  dependent  on  a  healthy  cruise 
industry. 

(e)-The  Port's  1998  assessment  evaluated  alternative  locations  for  a  new  cruise  *     -( Formatted:  space  After:  12  pt  1 
ship  terminal  and  concluded  that  Pier  30-32  was  the  most  viable  site  for  a  new 
cruise  terminal  in  San  Francisco  because  of  dredging,  site  configuration,  and 
development  considerations.  The  Port  solicited  proposals  and  selected  a  developer 
for  a  cruise  ship  terminal  at  Pier  30-32.  The  developer  subsequently  abandoned 
that  project  after  determining  that  the  financial  investment  required  to  improve  the 
substructure  of  Pier  30-32  was  cost  prohibitive,  and  no  other  developer  could  be 
found  who  was  willing  to  accept  assignment  of  the  development  rights  for  the 
project.  The  Port  has  since  identified  Pier  27  as  the  preferred  location  for  its  new 
cruise  ship  terminal  in  San  Francisco,  and  construction  of  the  terminal  building  is 
currently  underway. 
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(d)  In  201 1,  the  America's  Cup  Event  Authority  proposed  to  improve  Pier  30- 
32  lo  host  racing  teams  and  hospitality  facilities  during  the  America's  Cup  in  2013, 
and  to  acquire  long-term  development  rights  to  Pier  30-32.  Those  planned 
facilities  were  ultimately  relocated  to  other  piers  due  primarily  to  the  cost  of 
rehabilitating  the  substructure  of  Pier  30-32. 

(e)  The  Waterfront  Land  Use  Plan  and  the  Special  Area  Plan  recognize  that  the  *--■---( Formatted:  space  After:  12  pt  ) 
development  of  Pier  30-32  and  the  surrounding  area  within  the  South  Beach/China 
Basin  subarea  identified  in  the  Waterfront  Land  Use  Plan  would  further  the  public 
trust  purposes  of  increasing  maritime  activities  and  expanding  public  use  and 
enjoyment  of  the  waterfront  on  trust  lands  at  this  location. 

(el)  The  Port  has  solicited  proposals  and  has  chosen  a  developer  fornow 
proposes  a  mixed-use  development  at  Pier  30-32,  the  primary  purposes  of  which 
are  to  promote  watcrborne  transportation  at  the  port  by  constructing  the  James  R. 
Herman  International  Cruise  Terminal  at  Pier  30  32,  and  to  (1)  further  public  use1 
access  and  enjoyment  of  the  tidelands  and  surrounding  water  at  this  location  by 
providing  boat  berths,  a  multi-purpose  venue  for  events  and  public  assembly, 
coupled  with  public  access,  and  substantial  ground  flooropen  space,  commercial 
public  trust  uses,  and  parking  serving  the  uses  on  Piers  30-32  and  visitors  to  the 
waterfront,  and  (2)  preserve  and  enhance  maritime  uses  and  water-oriented 
recreational  activities  at  the  site. 

(fg)  In  addition  to  beittgproviding  a  destination  for  cruise  shipscvents,  public 
assembly,  and  public  access  to  the  bay,  the  planned  improvements  include 
maritime  facilities  on  the  pier.  Possible  improvements  include  a  new  facility  for 
the  city's  fire  boats;  berthing  facilities  for  waterborne  transit,  such  as  water  taxis 
aftd-,  ferries,  or  commercial  excursion  and  recreational  boats  thatboats;  recreational 
water  sports  access,  such  as  a  public  kayak  launch  area;  periodic,  temporary 
berthing  for  deep  draft  vessels  on  the  east  side  of  the  pier;  and  other  berthing 
facilities.  New  maritime  facilities  will  promote  local  waterborne  transit  and 
establish  the  proposed  development  at  Pier  30-32  as  a  water-side  destination  for 
recreational  boating. 

(g)  The  Brannan  Street  Wharf  will  lie  adjacent  to  Pier  30-32.  Pursuant  to  the 
Special  Area  Plan  implementation  requirements,  the  approval  and  construction  of 
the  proposed  development  at  Pier  30-32  requires  that  the  construction  of  Phase  I  of 
the  Brannan  Street  Wharf  he  completed  no  later  than  five  years  after  the  issuance 
of  a  certificate  of  occupancy  for  the  major  reuse  of  Pier  30  32,  and  that  the  entire 
Brannan  Street  Wharf  he  completed  no  later  than  15  years  after  issuance  of  a 
certificate  of  occupancy  for  the  major  reuse  of  Pier  30  32,  if  grant  funds  or  other 
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funding  are  available,  or  20  years  it'  not.  The  Brannan  Street  Wharf  will  provide  an 
essential  recreational  element  to  serve  the  public  trust  as  provided  in  the  Special 
Area  Plan.  Accordingly,  it  is  desirable  that  the  construction  of  the  Brannan  Street 
Wharf  be  accelerated. 

(h)  The  city's  tire  boats  have  operated  on  San  Francisco  Bay  since  1878  and 
have  provided  critical  fire  protection  services  to  the  city  in  situations  like  the  Loma 
Prieta  earthquake  when  the  ability  of  the  fire  boats  to  pump  bay  water  to  fight  fires 
saved  a  significant  portion  of  San  Francisco's  Marina  district,  as  well  as  the  recent 
lire  at  Pier  29.  In  addition,  the  city's  fire  boat  operation  provides  unique  rescue 
and  response  services  on  San  Francisco  Bay  that  are  of  regionwide  significance. 
The  current  fire  boat  station  at  Pier  22  '/?  is  no  longer  sufficient  to  serve  the  needs 
of  the  operation.  A  new  fire  boat  facility  at  Pier  30-32  would  provide  an 
opportunity  to  improve  and  expand  fire  boat  operations. 

(i  )  Pier  30-32  is  ideally  situated  to  provide  public  access  to  the  waterfront.  It  is-^      ( Formatted:  space  After:  12  Pt  ] 
within  walking  distance  of  the  Ferry  Building,  the  San  Francisco  Giants  baseball 
stadium,  and  regional  transit  hubs,  including  the  proposed  Transbay  Transit  Center, 
has  unmatched  views  of  the  Bay  Bridge,  and  is  immediately  adjacent  to  the 
Brannan  Street  Wharf  project,  which  will  provide  a  58,700-square-foot  pile- 
supported  park  over  the  bay,  consistent  with  the  Special  Area  Plan.  The  Port  is 
committed  to  the  construction  of  the  Brannan  Street  Wharf  earlier  than  required 
under  the  Special  Area  Plan  through  investment  of  approximately  fifteefttwenty- 
five  million  dollars  ($4525,000,000)  for  the  removal  of  175,000  square  feet  of  pile- 
supported  fill  and  development  of  public  access  improvements,  to  be  funded 
primarily  by  revenue  from  port  operations,  including  the  development  of  Pier  30 
33.  The  Brannan  Street  Wharf  project  is  currently  under  construction  and  is 
anticipated  to  be  completed  by  June  2013.  The  value  of  the  Brannan  Street  Wharf 
as  a  recreational  resource  is  diminished  by  the  current  condition  and  use  of  Pier  30- 
32,  which  presents  visual  blight  and  cannot  support  dedicated  public  access  on  the 
pier. 

(i)  The  proposed  development  of  a  cruise  ship  terminal  at  Pier  30-32  will 
require  a  substantial  capital  investment  to  improve  the  piles  and  decking.  The  Port 
must  conserve  port  revenue  to  support  those  maritime  uses  and  public 
improvements  for  which  private  investment  is  not  economical.  Therefore,  the  Port 
cannot  directly  fund  all  necessary  capital  improvements  to  construct  new  needed 
maritime  facilities,  including  a  new  passenger  terminal  and  associated 
improvements. 
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(j)  Under  applicable  regulations,  and  due  to  the  limited,  seasonal  (May  through 
September)  nature  of  the  cruise  ship  operation,  cruise  ships  will  use  the  cruise 
terminal  only  approximately  65  to  100  days  per  year. 

fk-)-The  inclusion  of  public  access  structures,  a  lagoon,  transient  boat  *  — ( Formatted:  space  After:  12  pt  J 

herthingjmprovements,  maritime  facilities  and  commercial  public  trust  uses, 
together  with  a  new  passenger  terminalmulti-purpose  venue,  promotes  the  trust 
objectives  of  furthering  maritime  commerce  and  improving  public  access  and  use 
on  the  San  Francisco  waterfront. 

(1)  The  inclusion  of  upper  level  general  office  space  at  Pier  30  32  is  proposed 
because  it  provides  a  needed  incentive  for  private  investment.  To  the  extent  the 
office  space  is  not  occupied  by  trust  tenants,  it  is  not  a  trust  use,  notwithstanding  its 
importance  as  a  financial  inducement. 

(k)  The  estimated  cost  of  the  construction  of  the  substructure  and  related 
improvements  required  to  make  Pier  30-32  useable  for  the  proposed  development 
is  in  excess  of  one  hundred  twenty  million  dollars  ($120,000,000),  which 
significantly  exceeds  the  appraised  fair  market  value  of  the  pier.  The  project 
proposes  to  finance  substructure  costs  with  private  capital,  the  proceeds  from  the 
sale  or  lease  of  Seawall  Lot  330  pursuant  to  AB  418,  rent  credits  for  the  lease  of 
Pier  30-32  to  the  developer  of  the  venue,  property  tax  increment  from  an 
infrastructure  financing  district,  and  possibly  special  taxes  from  a  community 
facilities  district.  The  multi-purpose  venue  structure  itself  will  be  entirely  privately 
financed  and  will  not  require  any  expenditure  of  money  from  the  city's  general 
fund,  or  from  other  city  or  Port  funds,  for  its  construction. 

SEC.  6.  Section  5  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is  amended 
to  read: 

Sec.  5.  The  Legislature,  in  the  exercise  of  its  retained  power  as  trustee  of  the 
public  trust,  and  in  view  of  the  unique  circumstances  existing  at  Pier  30-32  on  the 
San  Francisco  waterfront  and  the  considerable  statewide  public  benefit  and 
promotion  of  maritime  transportation^  public  trust  that  will  be  brought  about  by 
the  preservation  of  the  pier,  construction  of  a  new  passenger  cruise  ship  terminal, 
improvements  to  berthing  facilities  for  waterborne  transit,  a  lagoon, multi-purpose 
venue,  establishment  of  maritime  uses,  and  improved  public  access  and 
commercial  public  trust  uses  on  this  site,  hereby  authorizes  the  Port  to  approve  a 
cruise  ship  terminal  development  on  the  San  Francisco  waterfront  at  Pier  30-32? 
which  would  include  general  office  use  and  general  retail  use,  if  that  includes  a 
multi-purpose  venue  if  the  Port  finds  that  all  of  the  following  conditions  are  met: 
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(a)  The  development  includes  a  modern  two-berth  cruise  ship  terminal. 

(a)  The  venue  facility  is  designed  to  provide  vantage  points  offering  views  of 
the  Bav  Bridge,  the  San  Francisco  Bay,  or  both  from  concourses  on  the  south  and 
east  sides  of  the  venue  and  from  certain  seating  areas,  and,  consistent  with 
programming  needs  of  events,  the  venue  facility  shall  provide  free  public  access  to 
patrons  and  non-patrons  alike  to  portions  of  the  building  on  the  east  side  of  the 
venue  from  which  the  public  can  view  the  San  Francisco  Bay,  subject  to 
reasonable  limitations  based  on  security. 

(b)  The  development  includes  a  public  access  component  that  meets  the  f  Formatted; space AfterTi2 pt  ) 

requirements  of  the  Special  Area  Plan  and  the  San  Francisco  Bay  Plan  as 

interpreted  by  BCDC  and  that  also  offers  expanded  buy  views  and  public  access., 
provides  new  public  vantage  points  on  the  north,  east,  and  south  sides  of  Pier  30- 
32  from  which  to  view  San  Francisco  Bay,  and  provides  continuous  public  access 
around  the  entire  perimeter  of  Pier  30-32  (configured  as  necessary  to  accommodate 
use  by  the  fire  boat  station,  berths  or  other  maritime  uses  on  the  pier  edge,  to  the 
extent  each  of  those  uses  is  incorporated  into  the  development)  and  between  Pier 
30-32  and  the  Brannan  Street  Wharf. 

(c)  Prior  to  submitting  a  major  permit  application  to  BCDC  for  the  cruise  ship 
terminal  development,  the  Port,  after  review  by  or  on  behalf  of  BCDC,  approves 
the  final  design  concept  for  the  Brannan  Street  Wharf. 

(d)  Prior  to  the  issuance  of  a  BCDC  permit  for  the  cruise  ship  terminal 
development,  the  Port  demonstrates,  to  the  satisfaction  of  BCDC  and  the  Attorney 
General's  office,  that  it  has  irrevocably  encumbered  all  of  the  funds  deemed 
necessary  for  the  completion  of  the  Brannan  Street  Wharf  and  has  placed  the  funds 
in  a  segregated  account  guaranteed  to  be  available  to  he  drawn  upon  for  the 
construction  of  the  Brannan  Street  Wharf,  and  the  Port  and  BCDC  enter  into  an 
enforceable  agreement  that  provides  for  the  Port  to  fund,  directly  or  through  grant 
funding,  or  both,  design,  and  construct  the  Brannan  Street  Wharf  consistent  with 
the  following  timetable: 

( 1 )  The  Port  shall  complete  preliminary  engineering  drawings  for  the  Brannan 
Street  Wharf  and  prepare  and  submit  to  BCDC  a  financing  plan  approved  by  the 
Port  indicating  funding  sources  and  estimated  construction  costs  at  the  time  the 
construction  of  the  cruise  ship  terminal  development  commences. 
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(2)  The  Port  shall  complete  Phase  1,  the  northern  portion  of  the  Brunnun  Street 
Wharf  (in  the  area  of  Pier  34),  as  described  in  the  Special  Area  Plan 
contemporaneously  with  the  construction  of  the  cruise  terminal  development. 

(3)  The  Port  shall  remove  Pier  36  and  complete  the  Brannan  Street  Wharf  no 
later  than  five  years  after  commencement  of  construction  of  the  cruise  ship 
terminal  development. 

(c)  The  Brannan  Street  Wharf  project,  as  described  in  the  Special  Area  Plan, 
shall  be  substantially  complete  and  open  to  the  public  prior  to  approval  of  the  Pier 
30-32  development. 

(d)  The  development  includes  a  significant  maritime  program  that  provides  for 
maritime  uses  along  the  north  and  east  edges  of  Pier  30-32,  which  uses  may 
include,  without  limitation: 

(1)  A  city  fire  station  and  berthing  facilities  for  city  fire  boats. 

(2)  Facilities  for  berthing  at  the  east  end  of  Pier  30-32,  including  facilities  that 
can  accommodate  periodic  use  by  cruise  or  other  deep  draft  vessels. 

(3)  Direct  public  access  to  the  water  in  the  form  of  a  launch  for  human- 
powered  vessels,  subject  to  feasibility  and  public  safety  considerations. 

(4)  Guest  berths  that  accommodate  private  vessels  for  day  use. 

(5)  Water-based  transit  facilities,  including  water  taxi  and  ferry  landings. 

(e)  The  development  provides  for  the  use  of  the  south  edge  of  Pier  30-32  by 
recreational  craft  or  other  maritime  uses,  which  may  include  without  limitation  the 
types  of  facilities  referenced  in  section  5  (d)(2)  through  (5)  of  this  act,  or  for  public 
access  or  public  water-oriented  recreational  uses  facing  the  Brannan  Street  Wharf 
open  water  basin. 

(f)  Any  non-maritime  office  space  provided  on  Pier  30-32  is  for  use  by  the 
primary  tenants  of  the  multi-purpose  venue,  or  is  ancillary  to  the  use  of  the  multi- 
purpose venue,  the  retail  uses  on  Pier  30-32,  the  operation  and  management  of  the 
open  space  and  other  public  facilities  on  Pier  30-32. 

(e)  The  amount  of  office  space  in  the  development  does  not  exceed  300,000 
leasable  square  feet,  all  of  which  shall  be  above  the  ground  level.  This  office  space 
shall  also  he  designed  to  contribute  to  a  development  design  that  includes  public 
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spaces  and  promotes  visual  and  public  access.  An  additional  25,000  leasable 
square  loot  of  space  in  the  cruise  ship  terminal  building  may  be  used  for  general 
office  use  until  the  earlier  of  either  of  the  following: 

(1)  Fourteen  years  from  the  first  date  of  occupancy. 

(2)  When  home  berthing  ships  above  5,000  passenger  berth  capacity  call  for  15 
days  per  year  for  two  consecutive  years. 

(f)  The  development  includes  a  marketing  program  designed  to  maximize  the 
amount  of  general  office  space  occupied  by  trust  related  tenants  over  the  life  of  the 
development. 

(g)  The  cruise  ship  terminal  development,  if  approved  by  BCDC,  complies 
with  the  requirements  set  forth  in  this  subdivision  At  least  half  of  all  retail  on  Pier 
30-32  is  trust  retail.  For  purposes  of  this  subdivision  only,  "trust  retail"  means 
visitor;serving  public  trust  retail  and  restaurant  use.  "Nontrust  retail"  means  other 
retail  and  theatre  uses.  The  amount  of  trust  retail  leasable  space  shall  be  equal  to  or 
greater  than  the  nontrust  retail  leasable  space.  The  amount  of  trust  retail  leasable 
space,  nontrust  retail  leasable  space,  and  visitor  serving  trust  use  converted  from 
trust  or  nontrust  retail,  as  approved  by  BCDC,  shall  be  at  least  40  percent  of  the 
total  amount  of  office  leasable  space. 

(h)  Any  parking  included  on  Pier  30-32  is  located  under  active  uses  on  Pier  30- 
32,  substantially  screened  from  public  view,  and  designed  to  avoid  material 
interference  with  pedestrian  and  bicycle  traffic  along  Herb  Caen  Way  and  the 
public's  access  to  and  use  of  the  open  space  on  the  surface  of  the  pier. 

SEC.  7.  Section  7  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is  amended 
to  read: 

Sec.  7.  Notwithstanding  the  Special  Area  Plan  and  the  Bay  PlanAny  requirement 
for  findings  of  consistency  with  the  public  trust  doctrine  aftdor  the  Burton  Act 
trust,  BCDC  is  authorized  to  approve  under  the  cruise  ship  terminalSpecial  Area 
Plan,  the  Bay  Plan,  or  any  other  applicable  statute,  regulation  or  plan  shall  be 
deemed  satisfied  if  the  Port  has  made  a  finding  that  the  Pier  30-32  development  as 
provided  inis  consistent  with  the  requirements  of  section  5  of  this  act.  Except  as 
provided  in  Section  14  of  this  aetsection,  nothing  in  this  act  is  intended  to  limit  the 
discretion  of  BCDC  to  approve  or  deny  permits  for  the  projects  described  in  this 
act  in  a  manner  consistent  with  the  McAteer-Petris  Act,  the  Bay  Plan,  the  Special 
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Area  Plan,  and  this  act,  or  to  limit  the  discretion  of  BCDC  to  enforce  permits 
issued  for  the  projects  described  in  this  act. 

SEC.  8.  Section  8  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is  amended 
to  read: 

Sec.  8.  (a)  For  the  purpose  of  effectuating  the  sale  of  the  street,  including  the 
conveyance  of  the  street  by  the  city,  free  of  the  public  trust  and  the  Burton  Act 
trust,  the  State  Lands  Commission  may  convey  to  the  city  by  patent  all  of  the 
rights,  title,  and  interest  held  by  the  state  by  virtue  of  its  sovereign  trust  title  to  the 
street,  including  any  public  trust  interest  or  Burton  Act  reservation  or  trust  interest, 
not  heretofore  conveyed,  subject  to  any  reservations  the  State  Lands  Commission 
determines  appropriate. 

(b)  In  any  case  where  the  state,  pursuant  to  this  act,  conveys  filled  tidelands 
and  submerged  lands  transferred  to  the  city  pursuant  to  the  Burton  Act,  the  state 
shall  reserve  all  minerals  and  all  mineral  rights  in  the  lands  of  every  kind  and 
character  now  known  to  exist  or  hereafter  discovered,  including,  but  not  limited  to, 
oil  and  gas  and  rights  thereto,  together  with  the  sole,  exclusive,  and  perpetual  right 
to  explore  for,  remove,  and  dispose  of  those  minerals  by  any  means  or  methods 
suitable  to  the  state  or  to  its  successors  and  assignees,  except  that,  notwithstanding 
the  Burton  Act,  or  Section  6401  of  the  Public  Resources  Code,  any  such 
reservation  shall  not  include  the  right  of  the  state  or  its  successors  or  assignees  in 
connection  with  any  mineral  exploration,  removal,  or  disposal  activity,  to  do  either 
of  the  following: 

(1)  Enter  upon,  use,  or  damage  the  surface  of  the  lands  or  interfere  with  the  use 
of  the  surface  by  any  grantee  or  by  the  grantee's  successors  or  assignees. 

(2)  Conduct  any  mining  activities  of  any  nature  whatsoever  above  a  plane 
located  500  feet  below  the  surface  of  the  lands  without  the  prior  written  permission 
of  any  grantee  of  the  lands  or  the  grantee's  successors  or  assignees. 

(c)  Nothing  in  this  section  shall  be  construed  as  requiring  the  state,  the  city  or 
the  Port  to  reserve  mineral  rights  in  any  portion  of  Seawall  Lot  330,  including  any 
portion  of  the  street,  that  is  conveyed  pursuant  to  AB  418. 

SEC.  9.  Section  9  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is  amended 
to  read: 

Sec.  9.  The  city  may,  pursuant  to  Section  3  of  Article  X  of  the  California 
Constitution,  sell  the  street  to  any  private  person,  partnership,  or  corporation,  with 
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the  approval  of  the  State  Lands  Commission,  if  the  city  first  finds  that  the  sale  is 
consistent  with  the  legislative  findings  and  declarations  set  forth  in  Section  3.  That 
sale  shall  not  be  effective  unless  and  until  the  State  Lands  Commission,  at  a  regular 
open  meeting  with  the  proposed  sale  of  the  street  as  a  properly  scheduled  agenda 
item,  does  or  has  done,  all  of  the  following: 

(a)  Finds,  or  has  found,  that  the  consideration  for  the  sale  of  the  street  pursuant 
to  Section  3  of  Article  X  of  the  California  Constitution  shall  be  the  fair  market 
value  of  the  street. 

(b)  Adopts,  or  has  adopted,  a  resolution  approving  the  sale  that  finds  and 
declares  that  the  street  has  been  filled  and  reclaimed,  is  cut  off  from  access  to  the 
waters  of  San  Francisco  Bay,  and  is  no  longer  needed  or  required  for  the  promotion 
of  the  public  trust  or  the  Burton  Act  trust,  and  that  no  substantial  interference  with 
the  public  trust  or  Burton  Act  trust  uses  and  purposes  will  ensue  by  virtue  of  the 
sale.  The  resolution  shall  also  declare  that  the  sale  is  consistent  with  the  findings 
and  declarations  in  Section  3,  and  the  sale  is  in  the  best  interests  of  the  state  and 
city.  Upon  adoption  of  the  resolution,  or  at  a  time  that  is  specified  in  the 
resolution,  the  street  shall  thereupon  be  free  from  the  public  trust  and  the  Burton 
Act  trust. 

(c)  Finds,  or  has  found,  that  the  proceeds  for  the  sale  of  the  street  shall  occur    *      (Formatted:  space  After:  izpt  _) 

only  in  conjunction  with  a  simultaneous  exchange  of  the  state's  sovereign  title  in 

Seawall  Lot  330  pursuant  to  Chapter  310  of  the  Statutes  of  1987,  according  to  the 
terms  and  conditions  required  by  the  State  Lands  Commission,  or  other  disposition 
of  the  state's  sovereign  title  in  Seawall  Lot  330  approved  by  the  State  Lands 
Commission  or  the  Legislature,  and  that  the  proceeds  for  that  sale  will  be  devoted 
to  trust-related  capital  improvements  by  the  Port. 

This  section  shall  not  apply  to  a  conveyance  of  any  portion  of  Seawall  Lot  330, 
including  the  street,  that  is  made  pursuant  to  AB  418. 

SEC.  10.  Section  11  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is 
amended  to  read: 

Sec.  11.  A  deed,  patent,  agreement,  or  other  instrument  executed  in  furtherance 
of  this  act,  or  an  action  of  the  state,  the  city  or  the  port  to  approve  the  use,  lease,  or 
conveyance  of  any  portion  of  port  property  subject  to  this  act,  or  to  approve  project 
agreements,  grant  entitlements,  or  permits,  or  issue  bonds  or  other  indebtedness  in 
connection  with  the  use  and  development  of  that  property  in  accordance  with  this 
act.  Any  agreement  for  the  sale  of,  and  trust  termination  over,  the  street  pursuant  to 
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this  act  shall  be  conclusively  presumed  to  be  valid,  unless  held  to  be  invalid  in  an 
appropriate  proceeding  in  a  court  of  competent  jurisdiction  to  determine  the 
validity  of  the  instrument,  agreement.  Any  such  proceeding  shall  bo  or  approval 
commenced  within  60  days  after  the  recording  of  the  instrument  or  agreement,  or 
the  recording  of  a  memorandum  evidencing  the  instrument  or  agreement,  or,  in  the 
case  of  an  approval,  within  61)  days  after  the  approval. 

SEC.  11.  Section  13  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is 
amended  to  read: 

Sec.  13.  (a)  An  action  may  be  brought  under  Chapter  4  (commencing  with 
Section  760.010)  of  Title  10  of  Part  2  of  the  Code  of  Civil  Procedure  to  establish 
lille  to  any  lands  conveyed  pursuant  to  this  act  or  by  the  parties  to  any  agreement 
regarding  a  street  sale  or  exchange  of  land  entered  into  pursuant  to  this  act  or 
pursuant  to  Chapter  310  of  the  Statutes  of  1987  to  confirm  the  validity  of  the 
agreement.  Notwithstanding  Section  764.080  of  the  Code  of  Civil  Procedure,  the 
statement  of  decision  in  the  action  shall  include  a  recitation  of  the  underlying  facts 
and  a  determination  whether  the  conveyance  or  agreement  meets  the  requirements 
of  this  act,  and,  if  applicable,  Chapter  310  of  the  Statutes  of  1987,  Sections  3  and  4 
of  Article  X  of  the  California  Constitution,  and  any  other  law  applicable  to  the 
validity  of  the  conveyance  or  agreement. 

(b)  For  purposes  of  Section  764.080  of  the  Code  of  Civil  Procedure  and  unless 
otherwise  agreed  in  writing,  an  agreement  entered  into  pursuant  to  this  act  shall  be 
deemed  to  be  entered  into  on  the  date  it  is  executed  by  the  executive  officer  of  the 
commission,  who  shall  be  the  last  of  the  parties  to  sign  prior  to  the  signature  of  the 
Governor.  The  effective  date  of  the  agreement  shall  be  deemed  to  be  the  date  on 
which  it  is  executed  by  the  Governor  pursuant  to  Section  6107  of  the  Public 
Resources  Code. 

(c)  An  action  may  be  brought  under  Chapter  9  (commencing  with  Section  860) 
of  Title  10  of  Part  2  of  the  Code  of  Civil  Procedure  to  determine  the  legality  and 
validity  of  a  deed,  patent,  agreement,  or  other  instrument  executed  in  furtherance 
of  or  authorized  by  this  act,  or  an  action  of  the  city  or  Port  to  use,  lease,  or  convey 
any  property,  or  to  approve  project  agreements,  grant  entitlements  or  permits,  or 
issue  bonds  or  other  indebtedness  in  connection  with  the  use  and  development  of 
that  property,  in  accordance  with  this  act.  Prior  to  the  filing  of  an  action,  the 
Attorney  General  and  the  executive  officer  of  the  commission  shall  be  provided 
written  notice  of  the  action  and  a  copy  of  the  complaint.  An  action  authorized  by 
this  subdivision  may  he  combined  with  an  action  authorized  by  subdivision  (a). 
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SEC.  12.  Section  14  of  Chapter  489  of  the  Statutes  of  2001,  as  amended,  is 
amended  to  read: 

Sec.  14.  The  authorization  contained  in  Section  5,  and  any  lease,  permit, 
development  approval,  or  other  entitlement  for  use,  including  any  BCDC  permit, 
for  the  cruise  ship  terminal  development  that  is  dependent  upon  that  authorization 
is  not  affected  hy  the  failure  of  the  Port  to  perform  any  obligation  under  the  BCDC 
agreement  referred  to  in  subdivision  (d)  of  Section  5,  and  that  authorization  and  the 
lease,  permit,  development  approval,  or  other  entitlement  for  use  shall  remain  in 
full  force  and  effect.  BCDC  may  enforce  the  agreement  referred  to  in  subdivision 
(d)  of  Section  5  hy  specific  performance  or  by  any  other  enforcement  remedy  in 
the  McAtoer  Petris  Act,  except  for  revocation  of  any  BCDC  permit  issued  for  the 
cruise  terminal  development.  Nothing  in  this  act  is  intended  to  alter  the  obligations 
of  the  City  or  the  Port  under  the  California  Environmental  Quality  Act,  Public 
Resources  Code  section  21000  et  seq.,  including  any  obligation  to  consider 
alternatives  to  a  project  proposed  for  Pier  30-32  or  Seawall  Lot  330. 

SEC.  13.  Subdivision  (d)  of  section  9  of  AB  418  shall  not  apply  to  any  sale  of 
Seawall  Lot  330  if  the  proceeds  of  the  sale  are  applied  to  the  cost  of  rehabilitating 
the  Pier  30-32  substructure  or  the  cost  of  constructing  maritime  or  public  access 
improvements  on  Pier  30-32. 

SEC.  14.  The  Legislature  finds  and  declares  that,  because  of  the  unique 
circumstances  applicable  only  to  the  trust  lands  described  in  this  act,  a  statute  of 
general  applicability  cannot  be  enacted  within  the  meaning  of  subdivision  (b)  of 
Section  16  of  Article  IV  of  the  California  Constitution.  Therefore,  this  special 
statute  is  necessary. 

460870.5; 
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-PORT<*l_ 

SAN  FRANCISCO 


MEMORANDUM 

March  7,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

FROM:        Monique  Moyer 
Executive  Direct 

SUBJECT:    Request  Authorization  to  Advertise  for  Competitive  Bids  for  Construction 
Contract  No.  2761 ,  Blue  Greenway  Signage  Project 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


Overview 

Port  staff  requests  that  the  Commission  authorize  the  advertisement  for  competitive  bids 
for  construction  contract  No.  2761,  Blue  Greenway  Signage  Project  ("Project").  The  Project 
scope  includes  construction  of  22-foot  height  signage  at  10  locations  along  the  Southern 
Waterfront  between  Mission  Creek  and  Heron's  Head  Park.  (Refer  to  the  Project  Site  and 
Architectural  Elevation  Plans  in  Attachment  A.) 

Background 

The  Blue  Greenway  is  a  City  and  County  of  San  Francisco  project  to  improve  and  expand 
the  public  open  space  network  along  the  City's  central  and  southern  waterfront,  from  China 
Basin  Channel  to  the  San  Francisco  southern  county  line.  Its  focus  is  to  define  how  new 
parks  and  public  spaces  can  be  created  to  complement  and  connect  with  existing  open 
spaces  in  the  industrial  and  mixed  use  area.  Collectively,  the  Blue  Greenway  is  intended 
to  define  how  San  Francisco  will  carry  out  improvements  to  meet  waterfront  open  space 
and  recreational  objectives  set  forth  by  the  Port's  Waterfront  Land  Use  Plan  and  the  City's 
General  Plan,  and  to  be  consistent  with  the  Association  of  Bay  Area  Governments  (ABAG) 
San  Francisco  Bay  Trail  and  Bay  Area  Water  Trail  Plans. 

The  City  and  County  of  San  Francisco's  2008  Proposition  A  Clean  and  Safe  Parks  General 
Obligation  Bond  (2008  Parks  Bond)  provided  the  Port  with  funding  to  take  a  leadership  role 
on  advancing  the  Blue  Greenway  and  to  conduct  a  community  planning  process  for  the 
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Blue  Greenway.  The  Planning  process  included  citywide  inter-agency  collaboration  to 
ensure  implementation  of  the  Blue  Greenway  in  a  cohesive  manner.  One  of  the  elements 
identified  in  the  Blue  Greenway  Planning  and  Design  guidelines  is  the  development  of  a 
way-finding  system  along  the  Blue  Greenway.  Unlike  the  City's  Northeastern  waterfront, 
the  alignment  of  the  Blue  Greenway  is  not  obvious  to  the  user;  in  many  locations  the 
alignment  is  far  away  from  the  Bay's  edge  or  adjacent  to  heavy  industrial  uses.  In  other 
locations  sidewalks  are  sometimes  narrow  and  non-existent  and  shoreline  open  spaces 
are  separated  by  great  distances.  The  2008  Parks  GO  Bond  proceeds  have  allowed  the 
Port  to  retain  Creegan  and  D'Angelo/FE  Jordan  and  Kate  Keating  to  design  a  way-finding 
system  to  a)  improve  recognition  of  the  system  of  open  spaces  and  the  alignment  of  the 
Blue  Greenway;  b)  help  build  an  identity  to  the  system;  and  c)  allow  for  future  area 
interpretation  on  the  signs. 

Port  Consultant,  Creegan  +  D'Angelo  Engineers,  and  Kate  Keating  Associates  Inc. 
prepared  construction  documents  for  this  project.  The  engineer's  estimate  for  the  Project 
construction  is  approximately  $780,000. 

This  solicitation  for  bids  will  require  bidders  to  possess  a  Class  A  general  contractors 
license  with  at  least  three  (3)  years'  experience  in  performing  work  similar  to  this  Project. 

The  proposed  solicitation  of  bids  will  be  advertised  to  reach  general  contractors  through  the 
following  channels: 

•  Human  Rights  Commission  list  of  contractors 

•  Human  Resources  Outreach  list  of  contractors 

•  Port  Internet 

•  City  and  County  purchasing  internet 

•  Plan  Rooms  (Builders  Exchange,  Contractors  Information  Network,  etc.)  18  total 

•  Newspapers  (SF  Examiner  and  Small  Business  Exchange) 

Port  staff  will  adhere  to  San  Francisco  Human  Rights  Commission  (HRC)  bidding 
procedures  and  requirements.  The  Human  Rights  Commission  staff  has  reviewed  the 
project  scope  and  established  a  8%  subcontracting  goal  for  Local  Business  Enterprises 
(LBE),  including  small  and  micro  LBEs.  (Refer  to  HRC  memorandum  in  Attachment  B.) 

San  Francisco  Local  Hiring  Policy  for  Construction 

The  Project  will  include  the  requirements  to  hire  locally  in  accordance  with  the  City's  Local 
Hiring  Ordinance  (known  as  the  San  Francisco  Local  Hiring  Policy  for  Construction),  which 
became  effective  on  March  25,  201 1 .  The  mandatory  participation  level  in  terms  of  Project 
Work  Hours  within  each  trade  to  be  performed  by  Local  Residents  is  25%,  with  a  goal  of 
no  less  than  10%  of  Project  Work  Hours  within  each  trade  to  be  performed  by 
Disadvantaged  Workers. 
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Regulatory  Approvals 


Port  staff  has  secured  all  the  required  environmental  and  regulatory  approvals  for  this 
project. 


Funding 

The  Project  will  be  funded  by  the  2008  Clean  and  Safe  Neighborhood  Parks  General 
Obligation  Bond  (the  "2008  GO  Bonds"),  which  was  authorized  by  Proposition  A,  and 
passed  by  San  Francisco  voters  on  February  5,  2008.  The  2008  GO  Bonds  identified  a 
total  funding  amount  of  $1 ,458,000  for  the  Blue  Greenway  Signage  Project. 


The  following  is  a  breakdown  of  the  estimated  costs  for  this  Project: 


$193,400  Creegan  +  D'Angelo  Engineers,  Engineering  design  and  construction 

stage  engineering  services 
$780,000  Construction  cost 

$78,000  Project  construction  contingency  (1 0%  of  construction  cost) 
$1 ,051 ,400  Total  Estimated  Cost  for  the  Project 


Schedule 


The  anticipated  Project  schedule  is  noted  in  the  table  below: 


Commission  Approval  of  the  Project 
Advertisement 

March  12,  2013 

Advertisement 

March,  2013 

Bid  Opening 

April,  2013 

Award  the  Contract 

May,  2013 

Construction  Start 

June, 2013 

Substantial  Completion 

February,  2014 

Summary 

Port  staff  are  prepared  to  seek  competitive  bids  for  construction  of  the  Project.  Port  staff 
request  Port  Commission  authorization  to  advertise  for  competitive  bids  for  construction 
contract  No.  2761 ,  Blue  Greenway  Signage  Project. 


Prepared  by:    Ken  Chu,  Project  Manager 

David  Beaupre,  Project  Planner 


For: 


Edward  F.  Byrne 
Chief  Harbor  Engineer 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-05 


WHEREAS,  Port  staff  is  prepared  to  advertise  and  seek  competitive  bids  for  Contract  No. 
2761 ,  Blue  Greenway  Signage  Project  (the  "Project");  and 

WHEREAS,  the  Project  will  construct  22-foot  height  signage  at  10  locations  along  the  San 
Francisco  southern  waterfront  between  Mission  Creek  and  Heron's  Head 
Park;  and 

WHEREAS,  Creegan  +  D'Angelo  Engineers  and  Kate  Keating  Associates  Inc.,  the  Project 
consultant,  have  completed  the  project  design  drawings  and  construction 
specifications;  and 


WHEREAS,  the  current  engineering  construction  cost  estimate  for  the  project  is  $780,000; 
and 


WHEREAS,  the  engineer's  construction  cost  estimate,  including  10%  contingency,  plus 
design  and  engineering  services,  are  within  the  available  funds  for  the 
Project  from  the  2008  Parks  General  Obligation  Bonds;  and 

WHEREAS,  Port  staff  has  secured  all  the  required  environmental  and  regulatory 
approvals  for  this  Project;  and 


WHEREAS,  the  Project  will  include  the  requirements  to  hire  locally  in  accordance  with  the 
City's  Local  Hiring  Ordinance  (also  known  as  the  San  Francisco  Local  Hiring 
Policy  for  Construction,  Section  6.22(G)  of  the  City  Administrative  Code), 
which  became  effective  on  March  25,  201 1 ;  and 


WHEREAS,  in  the  solicitation  of  bids  for  this  Project,  Port  staff  will  incorporate  the  8% 

subcontracting  goal  for  Local  Business  Enterprises  (LBEs)  established  by  the 
Human  Rights  Commission  (HRC);  now,  therefore  be  it 


RESOLVED,  that  the  San  Francisco  Port  Commission  hereby  authorizes  Port  staff  to 
advertise  for  competitive  bids  for  construction  Contract  No.  2761 ,  Blue 
Greenway  Signage  Project. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port  Commission 
at  its  meeting  of  March  12, 2013. 
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SECRETARY 


I 


OFFICE  OF  THE  CITY  ADMINISTRATOR 
CONTRACT  MONITORING  DIVISION 


•dwin  M.  Lee,  Mayor 

Jaomi  M.  Kelly,  City  Administrator 


Maria  Cordero,  Director 


MEMORANDUM 


Date: 


February  15' 201 3 


To: 


Kenneth  Chu 


From:       Finbarr  Jewell,  CMD 


Subject:    Goal  Approval  Memo 

Blue  Greenway  Signage,  Contract  Number  2761  (Revised) 


The  Contract  Monitoring  Division  (CMD)  completed  its  review  of  the  Engineer's 
Estimate  of  the  subcontractor  opportunities  for  the  above  referenced  project,  as  well  as 
LBE  availability  data.  Based  upon  this  review,  the  LBE  subcontractor  goal  for  the  project 
is  8%.  Small  and  Micro-LBEs  certified  by  CMD  can  be  used  to  meet  the  subcontracting 
goal. 

In  addition,  the  following  availability  information  should  be  conveyed  in  the  bid 
specifications: 


The  LBE  subcontractor  participation  goal  for  this  contract  is  8%.  Small  and  Micro-LBEs 
certified  by  HRC  can  be  used  to  meet  this  subcontracting  goal. 

Pursuant  to  Sec.  14B.9  of  the  San  Francisco  Administrative  Code,  bidders  are  hereby 
advised  that  the  availability  of  Minority  Business  Enterprise  ("MBE"),  Women  Business 
Enterprise  ( "WBE"),  and  Other  Business  Enterprises  ( "OBE")  to  perform 
subcontracting  work  on  this  project  is  as  follows:  3.9%  MBE,  0.8%  WBE,  and  3.4% 
OBE. 

Bidders  are  further  advised  that  they  may  not  discriminate  in  the  selection  of 
subcontractors  on  the  basis  of  race,  gender,  or  other  basis  prohibited  by  law,  and  that 
they  shall  undertake  all  required  good  faith  outreach  steps  in  such  a  manner  as  to 


30  Van  Ness  Avenue,  Suite  200,  San  Francisco,  CA  94102 
Telephone  (415)  581-2310;  Fax  (415)  581-2351 


ensure  that  neither  MBEs  nor  WBEs  nor  OBEs  are  unfairly  or  arbitrarily  excluded  from 
the  required  outreach. 

Should  you  have  any  questions  please  do  not  hesitate  to  contact  me  at  415  252  2513 


MEMORANDUM 

March  7,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM:        Monique  Moyer 

Executive  Director 


SUBJECT:    Request  authorization  to  execute  a  contract  with  Haddad  Drugan  LLC  for 
installation  of  public  art  on  the  Pier  92  Grain  Silos  located  on  Amador 
Street  and  Islais  Creek 

DIRECTOR'S  RECOMMENDATION:  Approve  Resolution 


SUMMARY 

In  2007,  the  Port  Commission  approved  the  Port's  Southern  Waterfront  Beautification 
and  Community  Benefits  Policy  (Resolution  07-77).  The  purpose  of  the  policy  is  to 
enhance  and  beautify  our  Southern  Waterfront  facilities  and  lands  for  all  persons  and 
users.  One  of  the  components  of  the  policy  is  to  establish  a  funding  source  to  enhance 
the  Port's  southern  waterfront  properties. 

The  Port's  Pier  92  Grain  silos  are  a  dominant  feature  on  the  southern  waterfront.  They 
were  originally  built  in  1949  and  then  expanded  in  1971.  The  silos  have  not  been  used 
since  the  late  1980's  and  are  no  longer  functional.  The  silos  are  also  located  along  the 
Blue  Greenway,  which  includes  a  series  of  public  art  installations  within  the  system  of 
open  spaces. 

The  Port  has  retained  the  services  of  the  San  Francisco  Arts  Commission  (SFAC)  to 
lead  a  process  to  commission  an  artist  for  the  silos.  With  input  from  the  Port 
Commission,  the  Southern  Waterfront  Advisory  Committee  (SWAC)  and  other 
stakeholders,  SFAC  released  a  Request  for  Qualifications  (RFQ)  to  artists  to  develop  a 
temporary  public  art  project  on  the  silos.  A  budget  for  the  entire  project  was  established 
at  $260,000  utilizing  funds  from  the  Southern  Waterfront  Beautification  and  Community 
Benefits  Fund.  The  team  of  Laura  Haddad  and  Tom  Drugan  was  selected  to  refine  their 
concept  "Transfiguration".  This  selection  was  made  through  a  two-step  competitive 
process,  including  a  selection  panel  of  six  individuals  representing  the  Port,  the  SFAC, 
an  artist,  community  members  and  art  professionals. 
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SITE  SETTING 

The  Pier  92  Grain  silos  are  located  1  block  east  of  Illinois  Street  on  Amador  Street  and 
Islais  Creek  (see  Attachment  1-  Site  setting  &  location).  They  are  visually  prominent 
from  many  locations  on  the  eastern  side  of  the  City,  including  from  Bernal,  Potrero,  and 
Bayview  Hills  and  US  101  and  280.  Their  waterfront  setting  on  Islais  Creek  provides  for 
open  direct  viewing  of  the  facilities.  The  location  of  the  silos  is  adjacent  and  highly 
visible  from  the  Blue  Greenway.  The  site  is  adjacent  and  nearby  to  a  number  of  existing 
and  future  Blue  Greenway  open  spaces,  including  the  future  Bayview  Gateway  site  at 
Third  and  Cargo  Way,  Tulare  Park,  Islais  Landing,  the  Islais  Promenade,  Heron's  Head 
Park,  the  Copra  Crane  and  the  soon  to  be  open  Muni  Islais  Creek  Shoreline  open 
space,  many  of  which  also  include  public  art  components. 

ARTISTS  SELECTION  PROCESS 

Port  and  SFAC  staff  drafted  a  RFQ  to  solicit  interest  from  artists.  This  process  is  based 
upon  the  SFAC  established  process  utilized  by  the  commission  for  significant  public  art 
projects  in  San  Francisco. 

A  component  of  the  RFQ  included  the  creation  of  criteria  working  with  various 
stakeholders  to  help  guide  the  artists  in  the  development  of  their  concepts.  Criteria 
included  that  the  art  should  be  temporary  and  last  at  least  5  years  but  ideally  10  or  more 
and  be  reversible;  if  lighting  is  considered,  minimize  the  use  and  duration  of  warmer 
colored  lights,  which  may  have  an  effect  on  bird  navigation;  the  work  should  be  visible 
from  a  distance;  and  the  work  should  recognize  the  maritime,  cultural  and  natural 
history  of  the  area. 

The  RFQ  for  artists  was  issued  May  4,  2012  and  due  on  June  29,  2012,  and  it  was  open 
to  artists  residing  in  the  Western  United  States.  A  total  of  135  applications  were 
received.  SFAC  staff  reviewed  the  applications  and  created  a  short-list  of  23  artist 
candidates  to  present  to  a  selection  panel. 

Panel  members  included: 

•  Leslie  Katz,  Port  Commissioner 

•  Gregory  Chew,  Art  Commissioner 

•  Leigh  Markopoulos,  Chair  of  the  Graduate  Program  in  Curatorial  Practice, 
California  College  of  the  Arts 

•  Sophie  Maxwell,  former  Supervisor  and  Community  Representative 

•  Julio  Cesar  Morales,  Artist,  Co-Founder  of  Queens  Nails  Annex,  Adjunct  Curator 
at  YBCA 

•  Byron  A.  Rhett,  Deputy  Director,  Planning  &  Development,  Port  San  Francisco 

•  Mary  Rubin,  Senior  Project  Manager,  San  Jose  Public  Art  Program 

Panelist  reviewed  each  of  the  23  screened  candidates,  discussed  the  strengths  and 
weaknesses  and  then  scored  each  respondent.  Four  artists  (including  teams)  scored 
highest  and  were  invited  to  create  site  specific  concepts  for  the  project  (third  ranking 
was  a  tie  so  both  artists  were  invited).  The  four  artists  included:  1)  Ball/Nogues;  2) 
Haddad/Drugan;  3)  Rigo  23;  and  4)  Cameron  McNall. 
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After  the  four  artists  were  invited  to  advance  in  the  process,  a  site  tour  and  orientation 
were  given  to  the  artists,  each  artist  was  given  a  stipend  and  75  days  to  create  a  site 
specific  proposal. 

Artists  were  required  to  submit  a  single  24"  x  36"  graphic  that  represented  and 
explained  their  concept.  These  graphics  were  displayed  at  the  Bayview  Opera  House 
for  Public  Comment  for  two  weeks.  In  addition,  the  concepts  were  posted  on  the  Port's 
and  SFAC's  web  site  for  public  review  and  comment. 

On  January  25  2013  the  selection  panel  reconvened  and  the  artists  presented  their 
concepts  for  review,  question  and  comments.  After  all  the  artists  presented  their 
proposals,  SFAC  staff  reviewed  the  public  comments  received.  The  selection  panel  then 
scored  each  artist  proposal.  The  team  of  Laura  Haddad  and  Tom  Drugan  and  their 
proposal  "Transfiguration"  ranked  the  highest  and  was  selected  to  commission  the 
project. 

The  strengths  of  the  Haddad  and  Drugan  proposal  are  summarized  by:  appropriate 
scale  of  work;  understanding  of  the  site's  cultural  and  natural  history;  understanding  of 
community;  and  the  desire  to  work  with  community  and  staff  to  refine  the  design 
concept. 

ARTISTS  &  CONCEPT 

Artists  Team 

Laura  Haddad  and  Tom  Drugan's  collaboration  as  an  artist  team  began  in  2001  and  has 
fostered  a  wide  range  of  innovative  site-specific  public  art  commissions  and  plans.  Their 
studio,  Haddad-  Drugan  LLC,  specializes  in  conceptually  driven  site-specific  art  that  is 
often  integrated  into  large-scale  infrastructure  projects.  Past  and  current  work  includes 
art  for  stormwater  utilities,  transportation  projects,  museums,  libraries,  urban  plazas  and 
parks.  Their  work  has  received  awards  from  various  agencies  including  Americans  for 
the  Arts,  and  has  been  published  in  Sculpture,  Landscape  Architecture,  Land  Forum, 
Landscape  Journal,  and  Arcade  (see:  http://www. haddad-drugan. com/}. 

Their  site-specific  artwork  engages  within  its  context  and  forms  a  continuously 
transforming  medium  of  exchange  between  systems,  ideas,  and  interventions.  The  art  is 
often  activated  by  natural  phenomena  like  light  and  water,  and  when  possible 
incorporates  alternative  energy  sources  and  other  sustainable  practices. 

Proposal 

The  Haddad  and  Drugan  team  established  a  set  of  goals  for  their  proposal  for  the  grain 
silos,  which  helped  shape  the  proposal  titled  "Transfiguration"  and  include: 

•  Create  a  large  scale  beacon  that  can  be  seen  from  a  distance  as  well  as  up  close 

•  Create  a  gateway  into  the  Bayview  Hunters  Point  neighborhood 

•  Create  art  that  has  both  a  daytime  and  nighttime  presence 

•  Call  attention  to  local  ecological  reclamation  projects 

•  Incorporate  dynamic  effects 

•  Create  a  symbol  of  "transformation" 


-3- 


•  Use  imagery  that  alludes  to  conceptual  transformations  between: 

•  the  past,  present,  and  future  of  the  site 

•  nature  and  culture 

•  ecology,  economy,  and  community 

•  Make  art  that  is  low  or  no  maintenance 

They  then  took  inspiration  from  the  natural  and  cultural  history  of  the  area,  including: 

•  Community  Activism 

•  Graffiti  History 

•  Islais  Creek  and  wetlands 

•  Light  on  the  Water 

•  Butcher  town 

•  Grain  terminal  (Barley  Grain) 

•  Native  Cherry  plants 

•  Heron's  Head  Park  &  the  Blue  Greenway 

•  Shorebirds 

Utilizing  the  project  goals,  the  criteria  established  by  the  RFQ  and  the  inspiration  of  the 
site's  cultural  and  natural  history,  the  team  developed  a  series  of  murals  depicting 
current  and  historical  attributes,  including: 

a.  A  red  balloon  referencing  a  1 960  quote  from  Bessie  Webb  a  community  activist 
who  said:  "all  the  air  came  out  of  the  balloon,  and  it  just  came  to  the  ground  and 
it  is  still  there,  and  it's  just  waiting  for  someone  to  blow  it  up"  referencing  the 
Bayview  Community 

b.  Red  berries,  referencing  the  Islais  Berry  originally  harvested  by  the  Ohlone 
people  on  the  shores  of  Islais  Creek 

c.  A  steer,  referencing  Butcher  town 

d.  Heron  and  other  shorebirds,  recognizing  Heron's  Head  park  and  the  numerous 
shorebirds 

e.  Grain  and  barley,  referencing  the  original  function  of  the  silos 

f.  Shipping  cranes,  which  are  on  the  nearby  cargo  terminals 

Combining  this  imagery  and  geometric  shapes,  the  artists  developed  a  series  of  mural 
concepts  (see  Attachment  2-  Transfiguration  Preliminary  Concepts).  In  addition  to  the 
mural,  the  artists  propose  to  light  the  mural  with  LED  lights  during  the  evening  and  early 
morning  hours.  The  LED  lights  would  be  programmed  to  change  colors  and  highlight 
various  themes  of  the  mural  and  may  be  used  to  also  highlight  some  of  the  architectural 
elements  of  the  silos. 

NEXT  STEPS 

The  Port  and  SFAC  staffs  are  working  with  the  artists  to  conduct  community  outreach  to 
help  further  refine  the  design  concept.  The  Port's  Southern  Waterfront  Advisory 
Committee  (SWAC)  meeting  on  March  27,  2013  at  6:00  PM  at  the  Bayview  Opera 
House  is  scheduled  to  solicit  input.  Port  and  SFAC  staff  will  work  with  the  artists  to 
finalize  the  design  concept.  Also  in  late  March  the  artists  will  be  working  with  their 
technical  team  on  determining  if  the  mural  would  be  painted  on  the  silos  or  if  the  mural 
would  be  printed  on  a  fabric  and  attached  to  the  silos,  the  later  more  likely. 


The  SFAC  will  continue  to  manage  the  project  through  completion.  Each  of  the  Port's 
divisions  will  coordinate  and  facilitate  the  project  completion  with  the  Engineering 
division  reviewing  it  for  safety  and  issuance  of  a  building  permit. 

The  following  briefly  outlines  the  next  steps: 

•  March  12,  2013  -  Port  Commission  Approve  Contract 

•  March  and  April  -  Community  Outreach 

•  March  and  April  -  Technical  review  test  and  engineering 

•  May  to  June  -  Finalize  Design  and  engineering 

•  June  to  August  -  Fabricate  components 

•  Fall  2013  -Install  Art 

The  above  schedule  is  aggressive,  but  the  artists,  the  Port  and  SFAC  are  hopeful  that 
the  art  could  be  in  place  this  fall,  as  a  part  of  the  Port's  commemoration  of  its  1 50th 
anniversary  and  celebration  of  its  commitment  to  the  community. 


Prepared  by:         David  Beaupre 

Senior  Waterfront  Planner 


For: 


Byron  Rhett,  Deputy  Director 
Planning  &  Development 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-09 


WHEREAS,      The  Port  of  San  Francisco's  (Port)  Southern  Waterfront  Beautification 
and  Community  Benefits  Policy  established  a  funding  mechanism  to 
enhance  and  beautify  our  Southern  Waterfront  facilities;  and 

WHEREAS,      The  Port's  Grain  Silos  at  Pier  92  are  a  dominant  feature  in  the 

Southern  Waterfront  and  offer  an  opportunity  to  be  enhanced  with 
public  art;  and 

WHEREAS,      The  location  is  along  the  Blue  Greenway  system  of  open  spaces,  many 
of  which  also  include  public  art;  and 

WHEREAS,      The  Port  retained  the  assistance  of  the  San  Francisco  Arts 

Commission  (SFAC)  to  commission  an  artist(s)  through  a  competitive 
process;  and 

WHEREAS,      The  Port  established  a  budget  of  $250,000  to  solicit  an  artist  and 
commission,  fabricate  and  install  the  public  art;  and 

WHEREAS,      The  SFAC  released  a  Request  for  Qualifications  (RFQ)  to  artists  that 
reside  in  the  Western  United  States  and  135  applicants  responded; 
and 


WHEREAS,      The  SFAC  screened  the  135  applicants  and  created  a  shortlist  of  23 
applicants;  and 

WHEREAS,      A  selection  panel  reviewed  the  23  applicants,  scored  each  applicant 
and  selected  four  artists  to  further  develop  their  design  concepts;  and 

WHEREAS,      The  four  artists  developed  design  concepts,  which  were  displayed  for 
community  review  and  comment;  and 

WHEREAS,      The  selection  panel  reconvened,  scored  the  concepts  and  selected  the 
team  of  Laura  Haddad  and  Tom  Drugan  as  the  highest  scoring  artists 
for  commissioning  of  the  public  art  project;  and 

WHEREAS,      The  Port,  SFAC  and  the  artists  team  will  work  with  the  community  to 
refine  the  design  concept;  now,  therefore  be  it 


-6- 


RESOLVED      That  the  Port  Commission  hereby  authorizes  the  Executive  Director  of 
the  Port,  or  her  designee,  to  enter  into  a  contract  with  Haddad-Drugan 
LLC  to  design,  fabricate  and  install  the  public  art  project  tilted 
"Transfiguration"  on  the  Pier  92  Grain  Silos  in  a  form  approved  by  the 
City  Attorney. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  March  12,  2013. 


Secretary 
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PORTs 


SAN  FRANCISCO 


MEMORANDUM 


March  7,  2013 


TO: 


FROM: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

Monique  Moyer 
Executive  Director 


SUBJECT:    Informational  update  on  status  of  Port  infrastructure  work,  tenant  relocation 
and  other  Port  obligations  under  the  Lease  Disposition  Agreement  in 
preparation  for  the  34th  America's  Cup  Events  in  2013 

DIRECTOR'S  RECOMMENDATION:  No  Action  Required;  Informational  Item  Only 


As  this  is  a  periodic  update,  new  information  is  underlined  to  facilitate  review. 
OVERVIEW 

On  August  14,  2012,  the  Port  and  America's  Cup  Event  Authority  ("Authority")  executed  the 
Lease  Disposition  Agreement  ("LDA")  between  the  City  acting  through  the  Port  and  the 
Authority.  In  September  and  October,  the  Port  Commission  and  Board  of  Supervisors 
made  further  changes  to  the  LDA  regarding  certain  force  majeure  events.  Concurrent  with 
LDA  execution,  the  Port  delivered  Venue  Leases  for:  Piers  30-32,  portions  of  Pier  19-23, 
and  portions  of  the  Pier  27/29  Valley  and  Venue  Licenses  for:  Pier  80  and  portions  of  Pier 
45,  each  in  the  form  approved  by  the  Port  Commission.  The  LDA  and  Venue  Leases  and 
Licenses  were  effective  immediately.  The  Authority  returned  portions  of  Pier  45  and  the 
entirety  of  Piers  30-32,  including  water  space  on  October  22,  2012  so  that  the  Port  could 
conduct  additional  infrastructure  improvements  at  that  location.  The  Port  may  also  use 
available  areas  Piers  30-32  for  revenue  generation  until  it  must  be  turned  back  to  the 
Authority  in  March  of  2013.  Upcoming  venue  deliveries  include  Piers  30-32  and  the 
remaining  portions  of  Piers  27/29  including  the  James  R.  Herman  Cruise  Terminal  building. 

At  the  May  29,  2012  Port  Commission  meeting,  Port  staff  provided  a  staff  report,  dated  May 
24,  2012  and  briefing  on  the  status  of  the  AC34  preparations  scheduled  for  2012  and  2013. 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  10B 


In  2012,  staff  provided  monthly  updates  to  the  Port  Commission  at  the  May  24,  July  5, 
August  10,  September  1 1 ,  October  18  and  January  22,  2013  meetings  of  the  Port 
Commission.  This  staff  report  provides  the  seventh  periodic  update  to  the  Port  Commission 
describing  preparations  for  AC34.  The  report  includes: 

•  an  update  on  the  One  Stop  Shop  at  Pier  23; 

•  a  progress  report  for  Port  capital  projects  required  by  the  LDA; 

•  funding  sources  for  the  delivery  of  these  projects; 

•  a  description  of  continuing  permitting  efforts  for  AC34; 

•  an  update  on  the  James  R.  Herman  Cruise  Terminal  and  Brannan  Street  Wharf 
construction  projects,  as  well  as  on  repairs  to  Pier  29  following  the  fire  of  June  20, 
2012; 

•  an  update  on  the  status  of  delivery  of  sites  to  the  Authority  and  the  return  of  sites  to 
the  Port;  and 

•  a  description  of  the  Port's  efforts  to  repair  the  Venues  pursuant  to  the  requirements 
of  Section  1 .2(h)  of  the  LDA,  which  requires  the  Port  to  make  a  series  of  repairs 
listed  in  Schedule  5  of  that  document. 

Port  staff  will  provide  a  final  update  on  preparations  for  AC34  in  May  2013  to  memorialize 
closure  of  issues  during  the  project  construction  and  implementation  period,  with  updates 
from  the  Real  Estate,  Planning,  Engineering,  Maintenance  and  Finance  Divisions,  as 
appropriate. 

ONE  STOP  SHOP 

On  August  2,  2012,  the  America's  Cup  Event  Authority  ("ACEA"),  partnered  with  OEWD, 
the  Port,  31 1 ,  SF  Travel  and  the  San  Francisco  Chamber  of  Commerce,  and  opened  the 
One  Stop  Shop  at  Pier  23.  Anne  Taupier  of  OEWD  serves  as  director  of  the  One  Stop 
Shop  office,  the  purpose  of  which  is  to  provide  a  single  point  of  contact  for  America's  Cup 
competitors  and  the  public  alike,  similar  to  a  service  provided  by  the  government  of  Spain 
during  the  33rd  America's  Cup. 

Activity  is  ongoing,  though  traffic  is  expected  to  be  relatively  light  until  the  weeks  preceding 
the  Louis  Vuitton  Cup  in  mid-2013. 

AC34  PORT  CAPITAL  PROJECT  UPDATE 

Under  the  proposed  LDA,  the  Port  will  undertake  several  required  infrastructure 
improvements  to  support  Venues  programmed  for  Port  waterfront  facilities,  including  public 
access  improvements  to  meet  the  San  Francisco  Bay  Conservation  and  Development 
Commission's  ("BCDC")  requirements  and  environmental  improvements  to  meet  other 
permitting  requirements.  These  improvements,  described  below,  include  improvements  to 
Piers  27-29,  which  were  coordinated  with  the  now  complete  construction  of  Phase  1  of  the 
James  R.  Herman  Cruise  Terminal. 

1 .  Pile  repairs  to  Pier  29  substructure,  and  demolition  and  reconfiguration  of  the  north 
end  of  the  Pier  29  shed  prior  to  the  201 3  events; 
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2.  Stormwater  management  improvements  along  the  north  end  of  Piers  27-29  deck 
prior  to  the  201 3  events; 

3.  Upgrade  to  Pier  23  electrical  utilities  prior  to  the  2013  events; 

4.  Repairs  and  utility  upgrades  to  Piers  30-32; 

5.  Repair  of  Pier  1 9  south  apron  prior  to  201 3  events; 

6.  Demolition  of  Pier  Vz  prior  to  201 3  events;  and 

7.  Removal  of  Pier  64  and  construction  of  a  bird  platform  at  Pier  64  after  the  201 3 
events. 

As  authorized  by  the  Port  Commission  on  April  24,  2012,  Port  staff  executed  the  fourth 
amendment  to  the  Construction  Manager/General  Contractor  contract  with  Turner 
Construction  Company  to  increase  the  total  authorization  from  $49,978,883  to  a  total 
authorization  of  $64,719,777  (an  addition  of  $14,740,894)  to  fund  new  public  improvements 
related  to  AC34  events  at  Pier  29,  Pier  23,  Pier  1/2,  and  Piers  30-32.  In  the  case  of  the 
Pier  19  South  Apron  project,  Turner  purchased  piles,  while  the  Port  and  Port  Maintenance 
staff  performed  the  construction  work. 


Table  1 :  Status  of  AC34  Capital  Projects 

No. 

Proipct  Titlp 

Dpsinn 

I — /  U  JIUI  I 

Completion 
Date 

Scheduled 

Construction 

Start 

Sr.hedulpd 

Construction 

Completion 

Current  Status 

1 

Pier  Vz  Demolition 

04/27/2012 

08/15/2012 

12/31/2012 

Complete 

2 

Pier  27-29  North  TiD 
Drainage 

06/28/2012 

Jan  2013 

03/01/2013 

ComDlete 

3 

Pier  29 

Substructure  Repair 

04/27/2012 

07/09/2012 

09/15/2012 

Complete 

4 

Pier  29  North  End 
Reconfiguration 

04/27/2012 

06/24/2012 

08/31/2012 

Complete 

5  1 

Piers  30-32 
Phase  1 

0^/21/2012 

06/27/2012 

07/20/2012 

Cnmnlptp 

5.2 

Piers  30-32 
Phase  2 

08/31/2012 

10/20/2012 

02/14/2013 

Complete 

6 

Pier  19  South  Apron 

04/27/2012 

08/01/2012 

02/15/2013 

Pier  19  South  Apron 
nepair  is  conipicie, 
fender  pile  installation 

ic  in  nrnnrocc 
lo  III  pi  UL]I  ebb 

7 

Pier  23  Electrical 
Upgrade 

07/20/2012 

09/01/2012 

12/31/2012 

Pendinq:  Green  Taa 
and  PG&E  enerqizinq 
thp  «;\/<5tpm  f<?rhpdi  iIpH 

for  the  week  of 
3/11/13) 

8 

Piers  30/32 
Dredging 

10/15/2012 

11/30/2012 

Permitting  in  process 

9 

Pier  64  Demolition 
&  Caspian  Tern 
Nesting  Platform 

March  2013 

09/02/2013 

01/29/2014 

Drawings  in  progress 

Project  Nos.  2  and  4  in  Table  1  above  are  included  in  the  third  amendment  to  the  Turner 
construction  contract. 


In  addition  to  the  capital  construction  projects  listed  above,  BCDC's  approval  of  the  AC34 
project  also  requires  temporary  public  access  improvements  in  the  form  of  two  "parklets' 
for  the  2013  events,  on  the  marginal  wharf  between  Piers  9  and  15;  and  at  the  Pier  24 
lookout  point  of  the  Bay  Bridge.  The  Port  is  working  cooperatively  with  the  Exploratorium, 
as  the  Pier  9-1 5  parklet  may  include  a  portion  of  the  marginal  wharf  within  the 
Exploratorium  leasehold,  and  with  a  consultant,  Rebar,  to  develop  a  concept  design  for 
both  locations.  The  parklet  improvements  would  be  in  place  by  June  30,  2013  for  the 
America's  Cup  events,  through  October  2013. 

The  Port  also  has  hired  a  consultant  to  develop  recreational  water  access  improvements 
for  kayaks  and  non-motorized  craft  at  the  Pier  52  public  boat  launch,  another  BCDC  public 
access  requirement  for  AC34.  The  consultants,  Creegan  +  D'Angelo  and  Coastal 
Engineering,  have  developed  a  concept  design  that  allows  the  existing  float  to  be  improved 
with  a  lower  platform  to  allow  kayakers  and  other  low-boarding  craft  easy  access. 


FUNDING 


The  projects  listed  above  are  financed  with  a  combination  of  funds  from  the  following 
sources:  (i)  Port  capital  funds,  (ii)  2010  Port  Revenue  Bond  funds  reallocated  for  AC34 
projects,  (Hi)  funding  from  the  America's  Cup  Organizing  Committee,  (iv)  funding  from  a 
new  certificates  of  participation  ("COPs")  issuance  which  the  City  will  undertake  on  behalf 
of  the  Port,  and  (v)  San  Francisco  County  Transit  Authority's  Proposition  K  grant  funds. 
The  City  and  Port  are  working  on  the  COP  issuance.  In  the  interim,  the  City  has  agreed  to 
use  commercial  paper  to  provide  bridge  financing  for  these  critical  projects  until  the  COPs 
are  issued. 


Table  2  below  shows  a  breakdown  of  funding  for  the  Port's  AC34  construction  projects  and 
Cruise  Terminal-related  projects.  Substantial  changes  to  funding  amounts  are  shown  in 
bold. 


Table  2:  AC34  Project  Funding  Sources 

No. 

Project  Name 

Current 
Estimated 
Project  Cost 

CUrS  / 

Com. 

Paper 

Port 
Capital 

Reapprop. 
Port 

Revenue 
Bonds 

ACOC 
Funds 

Prop  K 

Grant 

Funds 

4 

I 

Pier  Vz  Demolition 

$138,200 

!  S1 .300.000 

2 

Pier  27-29  North  Tip 
Drainage 

$1, 598.600 

$1,598,600 

3 

Pier  29  Substructure 
Repair 

$1,108,700 

$308,700 

S800.000 

4 

Pier  29  North  End 
Wall  Configuration 

5800,000 

S800.000 

5.1 

Piers  30-32 
Phase  I 

$1,750,300 

$1,750,300 

5.2 

Piers  30-32 
Phase  2 

$2,356,000 

S2,356,000 

6 

Pier  19  South  Apron 

$1,187,700 

$1,187,700 

7 

Pier  23  Electrical 
Upgrade 

$627,500 

$627,500 

8 

Pier  64  Demolition  & 
Bird  Nesting 
Platform 

$1,131,500 

$1,131,500 

9 

AC34  Imprvmts  - 
Proj  Contingency 

$425,600 

$299,900 

$125,700 

10 

GM.GC  Fee 

$1,400,600 

$556,700 

5193,700 

S650.200 

11 

Materials  Testing  & 
Special  Inspect 

$275,000 

$275,000 

12 

AC34  Project 
Management 

$250,000 

$250,000 

13 

AC34  Environmental 
Plan  &  Monitoring 

$514,400 

$514,400 

14 

Other  AC34  Soft 
Costs 

$350,000 

$350,000 

TOTAL 

$15,214,100 

$5,968,500 

$1,589,100 

$4,756,500 

$1,600,000 

$1,300,000 
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Total  Delivery  Costs  for  the  AC34  Construction  Projects: 
(Items  1 ,  3,  and  5  through  1 0): 


$11,426,100 


Total  Costs  for  the  Cruise  Terminal  Projects  (Items  2  and  4) 


$2,398,600 


Total  Estimated  A&E,  Environmental,  and  Other  Soft  Costs 
(Items  1 1  through  14): 


$1,389,400 


TOTAL: 


$15,214,100 


CALIFORNIA  ENVIRONMENTAL  QUALITY  ACT  AND  PERMITTING 

The  next  major  challenge  for  the  Port  will  be  managing  the  enormous  influx  of  building  and 
special  events  permits  that  will  be  submitted  by  ACEA  and  competitors  located  at  Piers  30- 
32.  The  Port  has  undertaken  an  internal  review  process  in  anticipation  of  the  arrival  of  well 
over  100  permit  applications,  including  prioritization,  streamlining,  management,  and 
availability  of  supplemental  resources  on  a  short-term  basis.  Port  staff  is  also  working  with 
staff  of  the  Entertainment  Commission,  OEWD,  SFPD  and  other  City  departments 
to  coordinate  issuance  of  the  various  permits  needed  for  the  AC  Pier  27/29  concert  venue. 
The  Port  Commission  has  delegated  the  authority  to  issue  entertainment-related  permits  on 
Port  property  to  the  Entertainment  Commission  (MOU  No.M-14146  (2007)).  The 
Entertainment  Commission  will  consider  and  issue  noise  and  related  permits  for  the  AC 
concerts  at  a  public  meeting  in  April.  The  permit(s)  are  appealable  to  the  City's  Board  of 
Appeals,  and  will  serve  as  the  Noise  Control  Plan  for  the  concerts  -  a  document  that  is  a 
required  EIR  mitigation  measure. 

As  for  permits  for  which  the  Port  applied  to  other  governmental  agencies,  the 
environmental  effects  of  the  improvements  to  Port  facilities  were  analyzed  in  the  34th 
America's  Cup  and  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf  Plaza  Final 
Environmental  Impact  Report,  which  was  certified  by  the  Planning  Commission  on 
December  15,  201 1 ,  and  upheld  by  the  Board  of  Supervisors  on  January  24,  2012.  Port 
and  City  staff  members  have  secured  all  the  required  reviews  and  permits  from  regulatory 
agencies.  To  date  all  permit  conditions  have  been  complied  with  and  there  have  been  no 
complaints  from  stakeholders  or  regulatory  agencies. 

The  following  permitting  processes  are  complete: 

•  U.S.  Army  Corps  of  Engineers  ("US ACE")  Section  10  permit 

•  San  Francisco  Bay  Regional  Water  Quality  Control  Board  401  Water  Quality 
Certification 

•  National  Marine  Fisheries  Service  ("NMFS")  Section  7  Permit 

•  National  Oceanic  and  Atmospheric  Agency  ("NOAA")  Incidental  Harassment 
Authorization  ("I HA") 

•  California  Department  of  Fish  and  Game  ("CDFG")  2081  Statement  of  Concurrence 

•  San  Francisco  Bay  Conservation  and  Development  Commission  ("BCDC") 
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State  Lands  Commission  ("SLC")  Lease 


JAMES  R.  HERMAN  CRUISE  TERMINAL,  BRANNAN  STREET  WHARF,  AND  PIER  29 
FIRE  DAMAGE 

Phase  I  of  the  Pier  27  Cruise  Terminal  Project  was  completed  ahead  of  schedule. 


Table  3:  Pier  27  Cruise  Terminal  Major  Milestones 


Critical  Component 

Forecasted  /  Actual 
Delivery  Date 

Start  of  Construction  -  Anchor  Bolts 

4/30/12 

Start  of  Steel  Erection 

6/4/12 

Begin  Exterior  Wall  Layout/Framing 

8/8/12 

Lobby  Watertight  /  Building  Watertight 

2/1/13,  1/15/13 

Permanent  Power  Energized 

12/3/12 

Building  Substantial  Completion 

2/28/13 

Temporary  Certificate  of  Occupancy 

2^28/13 

Public  Punchlist  Complete 

3/29/13 

Pier  36:  The  Port  completed  investigated  a  shallow  area  near  the  end  of  the  pier  and 
determined  that  the  materials  are  not  related  to  historic  pier  activity  nor  debris  from  the  pier 
removal  process.  The  Pier  36  Removal  Project  is  now  complete. 

Brannan  Street  Wharf:  Construction  of  The  Brannan  Street  Wharf  remains  on  budget  and 
on  schedule  with  a  substantial  completion  target  date  of  June  30,  2013.  Pile  driving  and 
structural  deck  are  complete,  the  last  concrete  pour  occurring  the  evening  of  March  1 , 
2013.  The  first  architectural  concrete  topping  slab  was  poured  on  March  4,  2013,  and 
formwork  for  architectural  concrete  walls  is  underway. 

Pier  29:  The  Port  obtained  a  Temporary  Certificate  of  Occupancy  for  the  Pier  29  Bulkhead 
on  March  1 ,  2013.  Punchlist  work,  such  as  flashing,  exterior  plaster,  roll-up  coiling  door, 
flagpole,  signage,  lighting,  are  in  progress  and  will  be  completed  by  April  30,  2013. 

Port  Staff  and  Port  consultants  have  been  in  ongoing  negotiations  since  August  with 
insurance  carriers  to  attempt  to  arrive  at  consensus  on  exact  policy  coverage.  The  scope 
of  the  coverage  is  driven  by  interpretation  of  the  Port  Building  Code  and  the  California 
Historic  Building  Code.  Rehabilitation  of  the  pier  building  includes  repair  and  in-kind 
replacement  of  missing  and  damaged  features  with  upgrades  required  for  safety  and 
accessibility.  In  response  to  the  Port  insurance  carriers'  request,  Port  and  Turner 
Construction  staff  have  modified  the  rough  order  of  magnitude  cost  estimate  to  a  refined  list 
of  actual  costs,  which  has  assisted  in  development  of  a  funding  plan  for  the  project.  The 
current  estimate  for  completion  of  Pier  29  restoration  work  is  $15,275  million.  Port  staff 
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members  meet  with  insurance  carrier  consultants  regularly  to  make  final  determinations  as 
to  work  that  is  covered  by  the  Port's  policy.  Insurance  carriers  have  authorized  expenditure 
of  the  Port's  $500,000  deductible  and  have  provided  a  total  payout  of  $9.5  million  to  date. 

REAL  ESTATE 

The  Authority  is  currently  in  possession,  under  lease  and  /or  license,  of  Port  property  at  the 
following  venue  sites;  Piers  19-23,  27-29  and  80.  Important  upcoming  dates  related  to 
these  sites  are  as  follows: 

•  On  February  1 2,  201 3,  pursuant  to  the  LDA,  the  premises  at  Pier  27-29  were 
expanded  by  35,800  square  feet  of  shed  space,  22,090  square  feet  of  open  pier 
space  and  41 ,020  square  feet  of  apron  space. 

•  On  March  4,  2013,  ACEA's  premises  at  Pier  27-29  were  expanded  by  another 
20,855  square  feet  of  shed  space  and  58,640  square  feet  of  open  pier  space. 

•  ACEA  is  planning  on  taking  occupancy  of  the  Cruise  Terminal  Building  on  March  8, 
2013. 

•  Although  the  Port's  improvements  to  Pier  30-32  were  completed  on  February  28, 
2013,  ACEA  does  not  anticipate  taking  occupancy  until  sometime  in  mid  to  late 
March. 

VENUE  REPAIRS 

Pursuant  to  Section  1 .2(g)  of  the  LDA,  the  Port  and  the  Authority  are  required  to  perform 
facility  walk-throughs  at  all  Venues  and  prepare  a  joint  list  of  repairs  that  the  Port  must 
conduct.  The  sites  include  Piers  19,  191/2,  23,  29,  291/2,  and  80-Shed  A.  Repairs  are 
limited  to  useful  long  term  code  and  capital  improvements  to  Port  facilities.  Port 
Maintenance  staff  is  providing  the  majority  of  the  labor,  and  Port  Engineering  staff  is 
conducting  design  and  permitting  work.  Further  details  on  the  venue  repairs  projects  may 
be  found  in  Appendix  A  to  this  report. 

To  date,  Port  Maintenance  personnel  have: 

•  completed  all  listed  improvements  at  Pier  23; 

•  completed  100%  of  needed  demolition  inside  Pier  19; 

•  completed  100%  of  restroom  ADA  and  cosmetic  improvements  inside  Pier  19; 

•  completed  1 00%  of  all  access  and  egress  lighting  improvements  inside  Pier  19; 

•  completed  95%  of  repairs  to  the  Pier  19  south  apron; 

•  completed  all  access  and  egress  improvements  to  Pier  1 9V2; 

•  completed  minor  roof  repairs  to  the  Pier  29  shed;  and 

•  secured  permits  for  1 00%  of  venue  sites;  and 

•  expended  approximately  $484,996  on  contracts,  materials  and  supplies,  and 
$272,703  on  Port  labor  for  a  total  expenditure  of  $757,699,  or  approximately  76%  of 
the  total  budget  for  venue  repairs. 
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Department  of  Public  Works  personnel  and  contractors  are  supplementing  Port 
Maintenance  Staff  with  electrical,  plumbing  and  lead  abatement  work.  Sprinkler 
inspections,  repairs  and  certifications  are  in  progress. 


Prepared  By:  For: 

Joe  Roger,  Structural  Engineer  Ed  Byrne,  Chief  Harbor  Engineer 

Lawrence  Brown,  Financial  Analyst       Elaine  Forbes,  Deputy  Director  of  Finance  & 

Administration 

Diane  Oshima,  Asst.  Deputy  Director     Byron  Rhett,  Deputy  Director  of  Planning  & 

Development 

Mark  Lozovoy,  Asst.  Deputy  Director     Susan  Reynolds,  Deputy  Director  of  Real  Estate 
Lauren  Eisele,  Env.  Project  Mgr. 
Rich  Berman,  Utility  Specialist 
Daley  Dunham,  Special  Projects 

&  Wendy  Proctor,  Port  Architect  Brad  Benson,  Special  Projects  Manager 

Jay  Ach,  Mgr.  Reg.  &  Env.  Affairs         Peter  Dailey,  Deputy  Director  of  Maritime 


APPENDIX  A 


Table  3:  AC34  Port  Venue  Repairs 


No. 

Project  Name 

Contract,  Materials 
&  Supplies  Cost 

Port  Labor  Cost 

Facility  Delivery 
Date  to  AC34 

1 

Pier  80  Shed  A 
Egress  Doors  and 
Lighting  &  Lighting 
Repairs 

$7,700 

$36,450 

8/14/12 

2.1 

Pier  23  Lead 
Abatement 

$83,500 

$0 

8/14/12 

2.2 

Pier  23  Egress 
Doors  and  Lighting 

$37,070 

$71,883 

8/14/12 

2.3 

Pier  23  North 
Apron  Security 
Fence 

$17,000 

$0 

8/14/12 

2.4 

Pier  23  Sprinkler 
Repairs 

$2,755 

$7,892 

8/14/12 

3.1 

Pier  191/2 
Parking  Ventilation 

$2,000 

$0 

8/14/12 

3.2 

Pier  19  Vz  Egress 
Doors  and  Lighting 

$1,313 

$25,954 

8/14/12 

4.1 

Pier  29  1/2  Parking 
Ventilation 

$2,000 

$0 

2/12/13 

4.2 

Pier  29  Vz  Demising 
Fence,  Egress  and 
Lighting 

$13,200 

$40,450 

2/12/13 

4.3 

Pier  29  1/2  Sprinkler 
Repairs 

$20,361 

2/12/13 

5.1 

Pier  19  Lead 
Abatement 

$72,500 

$0 

8/14/12  and 
2/15/13 

5.2 

Pier  19  Demolition 
of  Existing  Fences, 
Trailers  and  Utilities 

$32,000 

$59,108 

8/1 4/1 2  and 
2/15/13 

5.3 

Pier  19  Egress 
Doors  and  Lighting 

$54,177 

$69,760 

8/1 4/1 2  and 
2/15/13 

5.4 

Pier  19  Restroom 
Repairs 

$5,431 

$35,482 

8/1 4/1 2  and 
2/15/13 

5.5 

Pier  19  Sprinkler 
Repairs  &  Fire 
Safety 

$1,339 

$11,432 

8/1 4/1 2  and 
2/15/13 

6J. 

Pier  29  Shed  - 
Lead  Abatement 

$80,500 

12/1/12 

02 

Pier  29  Shed  -  Roof 
Repairs 

$10,620 

$22,625 

12/1/12 

^3 

Pier  29  Shed  - 
Water  Service 

$100,000 

12/1/12 

6A 

Pier  29  Shed  - 
Egress  Doors  and 
Lighting 

$59,800 

12/1/12 
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6^ 

Pier  29  Shed  -  Fire 

$10,000 

12/1/12 

Safety 

(extinguishers) 

By  way  of  funding  strategy  for  this  work,  while  the  grand  total  of  work  is  approximately 
$1 ,000,000,  where  possible,  labor  would  be  conducted  by  Port  maintenance  staff,  with 
work  funded  by  the  existing  operations  budget.  The  Port  staff  estimates  that  $545,950  of 
the  work  listed  above  can  be  resourced  in  this  fashion;  correspondingly,  the  Maintenance 
Division's  Operations  budget  is  listed  as  a  source  below. 


Proposed  Funding  Sources  -  Port  Labor 


FY  201 1  -1 2,  201 2-1 3  Port  Maintenance  Division  Budget  -  Personnel 
(Labor) 

$545,950 

Staff  propose  all  non-Port  labor  costs  be  funded  as  follows: 

Proposed  Funding  Sources  -  Other 

Source 

Amount 

FY  201 1-12  Port  Maintenance  Division  Budget  -  Materials  and  Supplies 

$140,250 

FY  2011-12  Port  Maintenance  Division  Budget  -  Interdepartmental 
Work  Orders  (DPW) 

90,000 

Department  of  Homeland  Security  Grant 

17,000 

Port  Capital  Funds  programmed  for  America's  Cup  venue  repairs 

250,000 

Total  Sources 

$497,250 
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~PORT~_ 

SAN  FRANCISCO 


MEMORANDUM 

March  8,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Leslie  Katz 
Hon.  Willie  Adams 


FROM:        Monique  Moyer 

Executive  Director 


SUBJECT:    Request  approval  of  the  Term  Sheet  and  the  Second  Amendment  to  the 
Exclusive  Negotiation  Agreement  between  the  Port  and  Seawall  Lot  337 
Associates,  LLC  for  the  mixed-use  development  of  Seawall  Lot  337  and 
Pier  48  bounded  by  China  Basin  Channel,  Third  Street,  Mission  Rock 
Street,  and  San  Francisco  Bay  and  adjacent  to  AT&T  Park 

DIRECTOR'S  RECOMMENDATION:     Approve  Attached  Resolution  


EXECUTIVE  SUMMARY 

Since  executing  an  Exclusive  Negotiation  Agreement  ("ENA")  in  September  2010  for  the 
mixed  use  development  of  Seawall  Lot  (SWL)  337  and  the  adjacent  Pier  48  (together 
the  "Site",  shown  on  Exhibit  A),  Seawall  Lot  337  Associates,  LLC  ("Developer"),  Port 
and  City  staff  have  negotiated  a  non-binding  term  sheet  (the  "Term  Sheet")  with  the 
proposed  financial  terms  for  the  lease  and  development  of  the  Site  (the  "Project") 
discussed  in  this  memorandum,  which  terms  are  set  forth  in  the  Term  Sheet  attached  to 
this  staff  report  as  Exhibit  B. 

On  October  9,  2012,  the  Port  Commission  approved  amending  the  ENA  to  extend 
Phase  1  from  September  15,  2012  to  March  15,  2013  to  provide  additional  time  to 
negotiate  and  incorporate  financing  tools  into  the  Project  Term  Sheet.  Should  the  Port 
Commission  endorse  the  Term  Sheet,  it  will  then  be  forwarded  to  the  Board  of 
Supervisors  for  consideration.  As  currently  adopted,  Phase  1  of  the  ENA  concludes 
March  15,  2013.  Included  in  Phase  1  is  approval  of  the  Term  Sheet  by  the  Board  of 
Supervisors.  Staff  requests  a  Second  Amendment  to  the  ENA  to  further  extend  Phase 
1  to  August  15,  2013  to  accommodate  the  Board's  scheduling  procedures.  In  addition, 
as  set  forth  below  and  summarized  in  Exhibit  C  attached  to  this  staff  report,  the  Second 
Amendment  would  also  provide  an  added  requirement  to  allow  for  Port  oversight  of 
Developer's  financial  and  professional  capacity,  Developer's  composition  and  the  minor 
expansion  of  the  Site. 

THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  10C 
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Port  staff  has  amended  the  February  22,  2013  staff  report  to  address  Port  Commission 
and  public  comments  from  the  February  26,  2013  Port  Commission  meeting.  Such 
amendments  can  be  found  below  under  the  headings: 

•  Project  Phasing 

•  Port  Revenue 

•  Fiscal  Feasibility 

•  City  Benefits  Summary 

•  Fiscal  Benefits  to  the  City  and  the  Port 

•  Economic  Benefits  to  the  City 

•  Direct  Benefits  to  the  City 

•  Cost  of  Construction 

•  Available  Funding  for  the  Project 

•  Long  Term  Operating  and  Maintenance  Costs 

•  Debt  Load  to  be  Carried  by  the  City  or  the  Port 

•  Contract  Monitoring  Division  (formerly  Human  Rights  Commission) 

•  Summary 

•  2nd  Amendment  to  Exclusive  Negotiation  Agreement 

•  Next  Steps 

•  Recommendation 

PROJECT  UPDATES  SINCE  FEBRUARY  26,  2013  PRESENTATION 

At  the  February  26,  2013  Port  Commission  meeting,  Port  and  City  staff  gave  an 
informational  presentation  of  the  draft  Term  Sheet  provisions.  In  response  to  Port 
Commission  comments  received  during  that  meeting,  staff  has  provided  the  following 
additional  information  on  the  Project. 

Project  Phasing 

The  Project's  attached  illustrative  phasing  plan,  an  attachment  to  the  Term  Sheet,  is 
based  on  the  first  development  parcels  being  situated  along  the  Site's  western  edge, 
taking  advantage  of  existing  utility  infrastructure  in  3rd  Street.  The  proximate  location  of 
these  utilities  equates  to  lower  utility  connection  costs  for  these  parcels  compared  to  the 
other  parcels  located  a  greater  distance  from  3rd  Street's  robust  utility  lines.  However, 
regardless  of  which  development  parcels  are  built  first,  current  absorption  projections 
indicate  that  the  start  of  phase  1  and  the  start  of  phase  2  would  be  separated  by 
approximately  12  months  which  could  shorten  based  on  demand  for  the  new  parcels. 

Recognizing  the  aesthetic,  marketing,  financial  and  civic  importance  of  developing  new 
parks  and  open  space  early  in  the  Project,  the  Port  and  the  Developer  are  committed  to 
conducting  all  appropriate  due  diligence  to  bring  such  public  benefits  on-line  as  soon  as 
practical.  To  that  end,  the  Term  Sheet  includes  the  potential  issuance  of  a  general 
obligation  bond  ("GO  Bond")  targeted  towards  the  construction  of  waterfront  parks 
including  the  Project's  primary  open  space,  China  Basin  Park.  Modeled  on  recent  Port 
success  utilizing  GO  Bonds  issued  jointly  with  the  City's  Recreation  and  Park 
Department,  a  fully  vetted  GO  Bond  for  waterfront  parks  would  directly  benefit  the 
Project  by  reducing  required  Developer  equity  and  allow  Project-generated  tax 
increment  to  fund  Port  projects  elsewhere  on  the  waterfront. 


Port  Revenue 

Based  on  the  financial  analysis  performed  by  Developer  and  reviewed  by  Port  staff  and 
its  consultants,  it  is  expected  that  at  full  buildout  (expected  in  2022)  Port  would  receive 
$4.5  million  in  annual  guaranteed  base  rent  from  SWL  337  parcel  leases  and  $1 .5 
million  in  annual  net  base  rent  from  Pier  48.  Currently  the  Port  earns  approximately  $3 
million  from  SWL  337  and  $1 .7  million  from  Pier  48  (including  ballgame  parking  in  Shed 
A). 

Based  on  the  pro  forma  analysis,  as  summarized  in  the  table  below,  Port  rent  is 
expected  to  be  $1 .56  billion  (undiscounted)  over  the  term  of  the  Project.  Anticipated 
capital  event  participation1  revenue  increases  total  Port  revenue  to  $1 .68  billion  with  a 
net  present  value  of  $140.2  million  (2013  dollars).  An  annual  cash  flow  analysis  is 
attached  as  Exhibit  D.  Continued  interim  leasing  of  the  Site  is  estimated  to  generate 
$1.16  billion  in  the  same  time  period  -  without  any  allowance  for  repair  expenditures 
that  will  be  needed  at  Pier  48. 


Port  Revenue  Summary 


Project  total 

NPV 

Interim  Rent 

$27.1 

$22.2 

SWL  337  Development  Parcel  Base  Rent 

$866.2 

$71.1 

Pier  48  Rent  (Anchor) 

$385.2 

$26.0 

Development  Parcel  Participation  Rent 

$298.7 

$14.4 

Capital  Event  Participation 

$98.1 

$6.5 

Total 

$1,675.3 

$140.2 

(all  dollars  in  millions) 


Fiscal  Feasibility 

If  the  Port  Commission  endorses  the  Term  Sheet,  the  next  step  in  review  of  the  SWL 
337  Project  is  to  request  that  the  Board  of  Supervisors  also  endorse  the  Term  Sheet 
and  authorize  environmental  review  of  the  Project  by  finding  that  the  Project  is  fiscally 
feasible  as  required  under  Administrative  Code  Chapter  29. 

Fiscal  feasibility  review  is  an  assessment  of  the  public  tax  revenues  generated  and 
public  capital  funds  to  be  invested  for  a  proposed  Project.  It  provides  policymakers  the 
opportunity  to  assess  whether  the  benefits  of  a  major  project2  warrant  the  public 
investment  in  it  prior  to  the  City  expending  the  resources  needed  to  undertake 
environmental  review.  This  analysis  focuses  on  the  General  Fund  impacts  of  the 
Project. 


1  Defined  as  sale  or  capital  refinance  of  a  parcel  lease;  Under  the  Term  Sheet,  the  Port  receives  1 .5%  of 
net  proceeds  from  these  events. 

2  Defined  as  projects  greater  than  $25  million  with  over  $1  million  of  public  monies. 
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City  Benefits  Summary 


Annual  ($m) 

ProDertv  Taxes  to  IFD  or  Citv 

$8.5 

Other  Taxes  to  the  Citv  General  Fund 

$10.7 

Other  Restricted  Citv  Tax  Revenues  Fund 

$2  3 

Total  Fiscal  Benefits 

$21.5 

One-time  Development  Impact  Fees 

$60.2 

Construction  Jobs 

9,600 

Permanent  Jobs  at  buildout 

11,100 

(all  dollars  in  millions,  constant  2013  dollars) 


Fiscal  Benefits  to  the  City  and  Port.  Attached  as  Exhibit  E  is  a  fiscal  feasibility 
analysis  of  the  Project  prepared  by  Economic  &  Planning  Systems,  Inc.  (EPS).  This 
report  analyzes  ongoing  revenues  to  the  City  including  new  receipts  from  Property, 
Possessory,  Sales,  Parking,  Hotel,  and  Gross  Receipts  taxes.  Based  on  the  land  use 
program  proposed  in  the  Term  Sheet,  the  Project  will  create  space  for  businesses  and 
residents  and  those  residents,  businesses  and  their  workers  will  generate  on-going 
revenues  to  the  City  estimated  at  $21 .5  million  a  year  when  fully  occupied.  A  portion  of 
the  property  tax  revenues  will  be  allocated  to  construction  of  public  facilities  and 
infrastructure  on  the  Project  Site  through  the  use  of  financing  districts. 

In  concert  with  the  development  of  the  Project  the  City  will  also  receive  one-time 
benefits  from  Development  Impact  Fees  (Jobs  Housing  Linkage,  Child  Care, 
Transportation  Impact  Development  Fee),  as  well  as  revenue  associated  with 
construction  of  the  Project.  These  one-time  revenues  are  estimated  to  be  $60.2  million. 

Economic  Benefits  to  the  City.  The  Project  will  have  economic  impacts  that  benefit 
the  City's  overall  economy.  New  direct,  indirect,  and  induced  economic  activity  created 
by  the  construction  of  the  Project  is  projected  to  create  approximately  9,600  annual  full 
time  job  equivalents3.  At  full  build-out,  the  Project  itself  is  projected  to  support  1 1 ,100 
permanent  jobs  in  San  Francisco. 

Direct  Benefits  to  the  City.  The  proposed  Project  will  include  a  number  of  public 
benefits,  including  over  eight  acres  of  new  publicly  accessible  parks  and  open  spaces; 
landscaped  pedestrian  facilities  including  waterfront  pathways  and  pedestrian-only 
street  segments;  bicycle  networks  for  both  commuters  and  recreational  riders;  the 
rehabilitation  of  Pier  48,  with  restored  public  access  to  its  apron;  a  new  personal 
watercraft  entry  point;  and  a  ground-level  retail  environment  thoughtfully  designed  to 
both  serve  locals  and  attract  visitors. 

Cost  of  Construction.  The  Project  as  currently  proposed  will  cost  approximately 
$1 .5  billion  to  construct.  This  cost  estimate  includes  $1 .3  billion  for  vertical  building 
construction,  and  $125  million  for  new  infrastructure  and  public  facilities  as  described  in 
the  infrastructure  section  below. 


'  Construction  jobs  represent  development  period  only. 
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Available  Funding  for  the  Project.  Predevelopment  and  infrastructure  costs  initially 
will  be  privately  financed  by  the  Master  Developer.  The  Master  Developer  will  be 
reimbursed  and  the  infrastructure  funding  augmented  by  several  sources,  including  the 
up-front  sale  of  Development  Rights  to  vertical  developers,  proceeds  of  community 
financing  district  ("CFD")  debt  issuance,  and  proceeds  of  infrastructure  facilities  district 
("IFD")  property  tax  increment  and  debt  issuance.  Private  funds  will  be  used  for 
construction  of  all  residential  and  commercial  uses,  including  costs  for  building  design 
and  construction,  City  impact  fees,  and  other  agency  fees. 

Long-Term  Operating  and  Maintenance  Costs.  The  Developer  (or  other  subtenants) 
will  be  responsible  for  operations  and  maintenance  on  Pier  48  and  SWL  337,  including 
all  public  improvements  and  open  space  for  the  term  of  the  ground  lease.  City 
departments,  including  the  San  Francisco  police  and  fire  departments,  Municipal 
Transportation  Agency  ("SFMTA"),  and  the  Department  of  Public  Works  ("DPW"),  will 
have  increased  service  responsibilities  associated  with  the  anticipated  population  and 
employment  increase  within  the  Project  Site.  The  fiscal  feasibility  report  provides 
additional  information  about  the  anticipated  additional  demands  for  services  and  cost 
estimates,  where  available.  The  cost  estimates  associated  with  these  services  will  be 
further  refined  through  the  course  of  the  California  Environmental  Quality  Act  ("CEQA") 
review  of  the  Project. 

Debt  Load  to  be  Carried  by  the  City  or  the  Port.  As  described  in  further  detail  in  the 
Term  Sheet,  the  Developer  proposes  to  use  proceeds  of  an  IFD  and  a  CFD  for 
construction  of  public  facilities  and  infrastructure.  The  debt  obligations  will  be  secured 
by  special  taxes  and  possessory  interest  taxes  paid  by  the  Project  lessees  and  property 
owners  and  will  not  obligate  the  City's  General  Fund  or  the  Port's  Harbor  Fund.  The 
IFD  property  tax  increment  may  be  used  to  pay  for  infrastructure  directly,  repay  IFD 
bonds,  or  to  pay  debt  service  on  CFD  bonds,  as  described  below. 

Contract  Monitoring  Division 

The  Developer  and  Port  have  met  with  the  City's  Contract  Monitoring  Division  ("CMD", 
formerly  Human  Rights  Commission  or  "HRC")  on  several  occasions  to  discuss 
appropriate  goals  for  the  Project.  One  outcome  of  these  discussions  was  the  delivery  of 
a  Third  Party  Side  Agreement  ("TPSA")  from  CMD's  Executive  Director  to  Developer, 
dated  December  8,  201 1 .  The  TPSA  outlines  an  agreement  on  the  framework  for 
implementing  an  equal  opportunity  program  for  local  disadvantaged  business 
enterprises  ("LBE's").  The  TPSA  states  in  part,  "Based  on  the  information  the 
[Developer]  has  provided  to  CMD  as  well  as  an  assessment  of  LBEs  currently  in  our 
directory,  the  recommended  overall  LBE  goal  is  20%  with  an  intermediate  goal  of  13% 
during  the  entitlement  phase.  The  [Developer]  agrees  to  work  in  good  faith  with  CMD  to 
meet/exceed  the  recommended  LBE  goal."  The  TPSA  represents  CMD's  preliminary 
agreement  with  the  Developer  and  serves  to  create  the  foundation  for  working 
collaboratively  towards  the  Project's  Equal  Opportunity  Program  that  will  ultimately  be 
memorialized  in  the  Disposition  and  Development  Agreement  ("DDA")  between  the 
Developer  and  the  Port. 


-  5  - 


SUMMARY 

The  Seawall  Lot  337  and  Pier  48  development  represents  a  valuable  opportunity  to  the 
Port  and  City  to  provide  public  benefits  in  the  form  of  on  and  off-site  historic 
preservation,  shoreline  access  and  public  parks.  It  is  also  an  opportunity  to  extend  the 
fabric  of  the  City,  add  vitality  to  Mission  Bay  and  provide  revenue  to  the  Port.  In  order  to 
realize  the  value  of  the  Port's  asset,  the  Port  has  secured  a  private  partner  to  1) 
provided  leadership  in  design  and  entitlement  of  the  Site;  2)  provide  capital  for  pre- 
entitlement  expenditures;  and  3)  provide  the  initial  investment  for  infrastructure  design 
and  construction. 

Beginning  with  the  2007  Request  for  Qualifications/Proposals,  the  Port,  working  with  the 
City,  regulatory  agencies  and  numerous  stakeholders,  has  diligently,  patiently  and 
deliberately  shepherded  the  development  of  Seawall  Lot  337  and  Pier  48.  With  an 
unparalleled  location  at  the  gateway  to  the  Port's  working  southern  waterfront,  the  Site 
is  of  vital  importance  to  the  Port  and  to  the  City.  The  Project  team's  ongoing  dialogue 
with  the  Port  Commission  and  the  public  assure  that  excellence  and  integrity  of  design, 
construction  and  management  are  appropriate  for  this  highly  visible,  valuable  location. 
Through  the  provision  of  market  rate  and  affordable  housing,  new  parks  and  expanded 
open  space,  vibrant  retail  and  an  appropriate  amount  of  off  street  parking,  the  Project 
complements  the  nearly  built-out  Mission  Bay  while  expanding  public  access  to  the 
waterfront  and  preserving  valuable  maritime  activity. 

The  Project  team  strives  to  create  a  new  mixed-use  neighborhood  on  an  underutilized 
site,  preserve  historic  assets  and  maritime  berths  at  Pier  48,  create  new  parks  and 
shoreline  access,  improve  Port  land  and  increase  guaranteed  base  rent  from  the  Site. 
The  Project  provides  a  unique  opportunity  for  the  Port  to  participate  in  the  success  of  up 
to  10  new  development  parcels  and  rehabilitation  of  Pier  48  that  would  support  the  long 
term  welfare  of  Port  infrastructure  and  both  benefit  from  and  enhance  the  tremendous 
success  of  nearby  Port  investments  including  AT&T  Park. 

2nd  AMENDMENT  TO  EXCLUSIVE  NEGOTIATION  AGREEMENT 

When  the  Port  and  the  Developer  executed  the  ENA  in  September  2010,  the  Developer 
had  two  members,  Giants  Development  Services,  LLC  ("GDS")  and  TCC  Lot  337 
Investors,  LLC  ("Cordish"). 

On  October  5,  2012,  the  Developer  informally  notified  the  Port  that  Cordish  withdrew 
from  the  Developer  on  September  15,  2012,  in  accordance  with  the  terms  of  the 
Developer's  operating  agreement.  By  letter  dated  January  17,  2013,  the  Developer 
provided  the  Port  formal  notice  confirming  that  pursuant  to  Section  2.3.1 .2(C)  of  its 
operating  agreement,  Cordish  withdrew  from  the  Developer  on  September  15,  2012. 

On  October  9,  2012,  the  Port  Commission  approved  a  First  Amendment  to  the  ENA 
extending  Phase  1  from  September  15,  2012  to  March  15,  2013  to  provide  additional 
time  to  negotiate  and  incorporate  financing  tools  into  the  Project  Term  Sheet. 
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Phase  1  Extension 

The  First  Amendment  of  the  ENA  extended  Phase  1  to  March  15,  2013.  As  described 
elsewhere  in  this  staff  report,  Port  and  Developer  have  negotiated  a  Term  Sheet  for  the 
Port  Commission's  consideration.  Should  the  Port  Commission  endorse  the  Term 
Sheet,  it  would  then  be  forwarded  to  the  Board  of  Supervisors  for  its  consideration. 
Because  Phase  1  concludes  March  15,  2013,  staff  requests  an  additional  extension  of 
Phase  1  to  August  15,  2013  to  accommodate  the  Board's  scheduling  procedures. 
Additionally  the  Developer  will  have  two  options  to  extend  the  ENA  for  six  months  each, 
upon  payment  of  a  $50,000  extension  fee. 

Oversight  of  Developer  Financial  and  Professional  Capacity 

Staff  also  requests  the  ENA  be  revised  to  provide  for  ongoing  Port  oversight  of 
predevelopment  expenditures  and  any  changes  in  Developer  technical  staff  capacity. 
This  would  include  appropriate  Port  review  and  approval  rights  for  the  admission  of  any 
new  member  to  the  Developer  entity  that  would  result  in  such  new  member  or  partner 
being  accountable  for  any  material  portion  of  the  Developer's  responsibility  as  to  funding 
or  devoting  appropriate  skill  and  expertise  to  the  development  of  the  Project. 

Before  commencement  of  Phase  2  of  the  ENA,  the  parties  will  agree  on  a  proposed 
budget  for  all  eligible  predevelopment  costs.  The  Developer  has  provided  a  current 
Phase  1  and  2  budget  estimate  of  $20  million  including  (Phase  1)  costs  plus 
contingency  to  date.  The  ENA  amendment  will  require  Developer  to  submit  quarterly 
expenditure  reports  to  the  Port  showing  expenses  incurred  in  the  reporting  quarter  and 
to  date  as  against  agreed  budget.  Developer  will  provide,  whenever  possible,  advance 
notice  when  a  budgeted  item  will  exceed  budget.  If  budgets  are  exceeded  parties  will 
address  how  to  treat  these  expenditures  in  the  DDA. 

Expansion  of  Project  Site 

The  Developer's  proposal  includes  small  areas  that  were  not  included  in  the  Port's 
offering  documents,  but  which  are  significant  for  the  overall  Project.  These  areas  are: 

1 .  Parcel  P20,  an  approximately  20  foot  wide  strip  along  the  southern  edge  of 
SWL  337,  between  Terry  Francois  Boulevard  and  3  Street.  This  area  benefits 
the  Project  by  allowing  the  proposed  new  parking  structure  on  Parcel  D  and  new 
building  on  Parcel  H  to  front  directly  on  Mission  Rock  Street,  maximizing  the 
Port's  land  value  by  focusing  open  space  and  park  development  towards  the 
Site's  interior  and  along  the  waterfront.  Additionally,  adding  this  area  allows  an 
important  Project  arterial,  Bridgeview  Street,  to  directly  connect  with  Mission 
Rock  Street,  increasing  access  to  the  Site  and  aiding  the  quick  dispersal  of 
vehicles  from  the  parking  structure.  Parcel  P20  currently  does  not  have  relief 
from  the  trust  use  restrictions  in  SB  81 5  and  adding  it  to  the  Site  is  subject  to  the 
Successor  Agency  to  the  former  San  Francisco  Redevelopment  Agency,  State 
Lands  Commission  and  State  Legislature  approval. 

2.  Channel  Plaza,  an  approximately  0.58  acre  marginal  wharf  area  to  the  east  of 
Terry  Francois  Boulevard  between  Pier  48  and  Pier  50,  added  as  the  terminus  of 
the  Channel  Street  view  corridor.  The  Developer  proposes  practical  hardscape 
improvements  for  this  area  compatible  with  the  wharf's  current  maritime 
operations  allowing  the  public  to  safely  experience  the  working  waterfront. 
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Below,  with  the  exception  of  the  Next  Steps  and  Recommendation  sections,  we 
have  included  the  text  of  the  February  22,  2013  staff  report  with  only  minor 
changes. 

BACKGROUND 

In  October  2007,  the  San  Francisco  Port  Commission  initiated  a  two-phase  developer 
solicitation  process  for  SWL  337,  a  16  acre  Port  waterfront  site  located  along  the  south 
side  of  China  Basin  Channel,  generally  bounded  by  Third  and  Mission  Rock  Streets, 
and  Terry  Francois  Boulevard,  with  an  option  to  include  Pier  48,  a  212,500  square  foot 
warehouse  complex  adjacent  to  SWL  337.  Currently  SWL  337  is  used  as  a  surface 
parking  lot  under  lease  to  China  Basin  Ballpark  Company  LLC  (CBBC),  a  San  Francisco 
Giants  affiliate.  As  for  Pier  48,  a  portion  is  leased  to  CBBC  and  a  portion  is  leased  to 
the  City  Department  of  Elections.  Pier  48  uses  include,  among  other  things,  ballpark 
overflow  parking  in  the  northern  shed  and  storage  for  the  Department  of  Elections  in  the 
southern  shed.  All  of  these  current  tenants  are  on  short  term  leases  in  anticipation  of 
development. 

On  May  12,  2009,  the  Port  Commission  awarded  the  SWL  337  development  opportunity 
to  Developer  and  authorized  exclusive  negotiations  for  a  mixed  used  development 
project  at  SWL  337  and  Pier  48.  As  agreed,  the  ENA  outlines  a  2  phase  approach  to 
Developer's  pre-entitlement  efforts.  Phase  1  allocates  24  -  30  months  for  the  parties  to 
reach  agreement  on  a  Project  plan  and  financial  terms  culminating  in  Term  Sheet 
endorsement  by  the  Port  and  the  Board  of  Supervisors.  Phase  2  allocates  3  years  to 
complete  the  entitlement  and  permitting  process  for  the  Project. 

On  March  15,  2012,  Developer  submitted  a  revised  proposal  describing  a  mixed-use 
program  that  balances  residential,  office,  retail,  exhibition  and  parking  uses  distributed 
over  a  network  of  newly  constructed  fine-grained  city  blocks.  The  combination  of  uses 
will  evolve  as  this  Project  moves  forward  to  meet  market  demands  and  reflect 
community  and  regulatory  concerns. 

On  October  5,  2012,  the  Developer  notified  the  Port  that  one  of  its  two  members,  TCC 
Lot  337  Investors,  LLC  ("Cordish")  had  withdrawn  from  the  Developer  on  September  15, 
2012,  in  accordance  with  the  terms  of  the  Developer's  operating  agreement  and  that  it 
remained  in  discussions  with  Cordish  concerning  a  possible  future  role  in  the  Project. 
By  letter  dated  January  1 7,  2013,  the  Developer  provided  the  Port  formal  notice 
confirming  that  pursuant  to  Section  2.3.1 .2(C)  of  its  operating  agreement,  Cordish 
withdrew  from  the  Developer  on  September  15,  2012. 

On  October  9,  2012,  the  Port  Commission  approved  amending  the  ENA  to  extend 
Phase  1  from  September  15,  2012  to  March  15,  2013  to  provide  additional  time  to 
negotiate  and  incorporate  financing  tools  into  the  Project  Term  Sheet.  The  amended 
ENA  includes  an  additional  Performance  Benchmark  requiring  Developer,  at  Port's  sole 
discretion,  to  confirm  its  financial  capacity  to  entitle  the  Project  and  build  early 
infrastructure.  See  Developer  Financial  Capacity,  below. 


SB  815 

Under  SB  815,  adopted  by  the  legislature  in  October  2007,  the  Port  is  authorized  to 
lease  all  or  a  portion  of  SWL  337  free  from  the  use  restrictions  of  the  public  trust  and  the 
Burton  Act.  The  lease  term  is  not  to  exceed  75  years  or  not  to  extend  later  than 
January  1 ,  2094.  Revenues  generated  from  the  lease  in  excess  of  the  base  year 
revenues  will  be  utilized  in  support  of  the  preservation  of  the  Port's  historic  piers  and 
other  historic  structures,  the  construction  and  maintenance  of  waterfront  plazas  and 
open  space,  and  the  remediation  of  the  Port's  environmental  conditions  on  Port  land. 

SWL  337  will  otherwise  continue  to  be  held  by  the  Port  subject  to  the  terms  and 
conditions  of  the  public  trust,  the  Burton  Act  Trust,  and  the  Burton  Act  Transfer 
Agreement.  SB  81 5  represents  a  unique  opportunity  for  the  Port  to  realize  value  from 
its  property  and  to  address  its  own  capital  program  needs.  Staff  has  worked 
accordingly  to  structure  a  transaction  that  maximizes  the  potential  benefits  from  SWL 
337  while  managing  risks  appropriately. 

DEVELOPER  EXPERIENCE 

As  noted  above,  Developer  is  a  single-purpose  limited  liability  company  whose  sole 
member,  as  of  September  15,  2012,  is  Giants  Development  Services  LLC  (GDS),  a 
wholly-owned  subsidiary  of  San  Francisco  Baseball  Associates,  LLC  (SFBA).  Port  staff 
has  reviewed  the  development  expertise  of  Developer  as  currently  composed  and  finds 
that  its  staff  has  the  skill  and  experience  to  execute  the  mixed-use  development 
contemplated  under  the  Project,  including  expertise  in  the  unique  real  estate  market  in 
the  vicinity  of  the  Site.  While  recent  comment  has  focused  on  the  departure  of  prior 
members  of  Developer  it  should  be  noted  that  key  staff  expertise  from  those  departing 
members  has  been  retained  by  Developer  in  its  current  form.  Port  staff  further  notes 
that  this  expertise  combined  with  the  relationship  between  Developer  and  the  San 
Francisco  Giants  buttress  a  key  objective  of  the  proposed  transaction:  to  create  a  new 
neighborhood  on  the  waterfront  that  enhances  and  complements  the  success  of  AT&T 
Park  across  China  Basin  Channel.  See  Exhibit  F  for  further  background  on  Developer 
experience  and  financial  capacity. 

DEVELOPER  FINANCIAL  CAPACITY 

Port  financial  staff  have  reviewed  and  confirmed  the  Developer's  financial  capacity  in 
amounts  sufficient  to  satisfy  its  obligations  under  the  ENA.  SFBA  owns  the  San 
Francisco  Giants  Major  League  Baseball  franchise.  As  mentioned  above,  GDS  is  the 
wholly-owned  subsidiary  of  SFBA  formed  for  development  opportunities  such  as  the 
proposed  SWL  337  development.  In  January  2013  Port  finance  staff  reviewed  the 
financial  statements  and  other  financial  materials  of  SFBA  to  form  an  opinion  regarding 
its  financial  ability  to  provide  the  requisite  $15  -  $20  million  in  equity  financing  over  the 
next  2  years  as  the  costs  estimated  by  both  Developer  and  Port  to  complete  the 
entitlement  process  for  the  Project.  In  the  opinion  of  Port  Finance  staff,  SFBA  has  the 
financial  capacity  to  provide  up  to  $20  million  to  fund  the  entitlement  phase  of  the  SWL 
337  development  Project. 


Port  staff  has  confirmed  SFBA's  written  agreement  to  fund  GDS'  obligation  under  the 
Developer's  operating  agreement  through  Project  entitlement.  Staff  has  also  confirmed 
that  GDS'  budget  for  these  costs  has  been  approved  by  SFBA  in  the  amount  of 
approximately  $14.7  million  going  forward  from  December  2012.  The  Developer  has 
also  agreed  to  an  ongoing  process  by  which  the  Port  will  oversee  the  predevelopment 
expenditure  budget  and  obtain  updated  information  as  to  Developer's  financial 
capability  and  development  expertise  to  perform  its  obligations  under  the  ENA  if  the 
predevelopment  budget  increases  or  its  staffing  materially  changes.  The  ENA 
amendment  will  also  include  appropriate  review  and  approval  rights  for  the  admission  of 
any  new  member  to  the  Developer  entity  that  would  result  in  such  new  member  or 
partner  being  accountable  for  any  material  portion  of  the  Developer's  responsibility  as  to 
funding  or  devoting  appropriate  skill  and  expertise  to  the  development  of  the  Project. 


Public  Outreach 

The  Port,  City  and  the  Developer  have  visited  the  following  community  groups  with 
detailed  Project  briefings: 

Advisory/Regulatory  Bodies 

•  Maritime  Commerce  Advisory  Committee 

•  Central  Waterfront  Advisory  Group 

•  Mission  Bay  Community  Advisory  Group 

•  Southeast  Waterfront  Advisory  Council 

•  Bay  Conservation  and  Development  Commission  (staff) 

•  State  Lands  Commission  (staff) 
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City  Groups 

•  Chamber  of  Commerce 

•  Bayview  Builders 

•  Rincon/South  Beach  Neighborhood  Group 

•  Potrero  Boosters 

•  SF  Housing  Action  Coalition  Endorsement  Committee 

•  SF  Bike  Coalition  (informal) 

•  SPUR  (informal) 

•  San  Francisco  Parks  Alliance 

•  Individual  neighbors  and  business  owners 

•  SPUR  formal  lunchtime  session  as  part  of  Port  portfolio  series 

•  SPUR  Project  Review  Committee 

In  addition  to  these  presentations  and  meetings,  the  Project  team  held  a  well-attended 
public  design  workshop  and  multiple  open  house  meetings  with  members  of  the 
community  to  discuss  proposed  land  use  including  review  of  several  bulk  and  site 
massing  alternatives.  This  outreach  effort  is  a  productive,  ongoing  process  that  has 
helped  shape  the  Project  over  time. 

DEAL  STRUCTURE 

Overview 

The  Term  Sheet  discussions  between  the  Port  and  Developer  have  yielded  a  financial 
structure  where  the  Developer  is  responsible  for  funding  entitlement  and  infrastructure 
(generally,  underground  utilities,  site  preparation,  streets  and  sidewalks,  parks  and  open 
spaces).  The  Developer  is  reimbursed  by  Port  for  its  entitlement  and  infrastructure 
costs  from  a  combination  of  payments  received  in  connection  with  the  execution  of 
parcel  leases  or  sales  and  public  financing.  In  return,  Developer  receives  a  market- 
based  return  on  its  investment  in  entitlement  and  infrastructure  for  the  Site  and  a  share 
in  ongoing  economic  benefits  from  developed  parcels.  The  Port  receives  fair  market 
value  for  its  improved  parcels  through  ground  rent  under  long  term  leases  or  sales 
proceeds  and  a  share  of  increases  in  land  value  through  various  forms  of  participation. 
The  overall  financial  structure  is  discussed  below. 

Parcelization  Strategy 

The  parties'  fundamental  strategy  for  the  Project  is  to  treat  the  development  plan  as  a 
series  of  individual  development  parcel  leases.  Each  parcel  lease  will  be  entered  into 
by  the  Port  in  consideration  for  a  set  of  up-front  and  ongoing  payments  reflective  of  fair 
market  value  for  the  parcel.  The  term  sheet  is  structured  to  provide  Developer  with  the 
option  to  obtain  each  parcel  lease  itself  or  through  affiliates  as  the  vertical  developer, 
subject  to  certain  exceptions.  In  those  exceptional  circumstances,  or  in  instances  when 
the  Developer  declines  its  option  for  a  parcel  lease,  the  Port  will  be  able  to  select  a 
tenant  to  develop  a  parcel  through  a  competitive  process  for  these  parcel  leases.  In  all 
instances  the  payments  under  the  lease  will  be  verified  as  fair  market  value  through  an 
appraisal  process  prior  to  lease  execution. 


-11  - 


The  Term  Sheet  also  contemplates  the  possibility  that  the  Port  may  seek  approvals  to 
remove  up  to  two  parcels  from  the  public  trust.  In  such  a  situation  the  Port  will  sell  the 
parcels  instead  of  entering  into  a  75-year  ground  lease.  Developer  will  have  the  first 
option  to  purchase  such  parcel(s),  subject  to  potential  exceptions,  but  only  after 
payment  of  an  appropriate  premium  above  the  appraised  value. 

Phased  Development  and  Related  Infrastructure 

Each  parcel  will  have  its  own  infrastructure  needs  in  order  to  function  after  buildout,  so 
the  Term  Sheet  calls  for  the  Developer  and  Port  to  meet  and  agree  at  each  stage  how 
best  to  bundle  development  of  2-4  parcels  and  their  related  infrastructure  into  a 
development  "phase"  when  market  conditions  support  the  proposed  level  of  investment. 
The  Term  Sheet  aligns  the  parties'  interests  in  moving  quickly  to  complete  a  phase 
when  the  fair  market  values  of  the  individual  parcels  are  sufficient  to  provide  the  Port 
with:(i)  lump-sum  payment  (prepaid  rent  or  sales  proceeds)  sufficient  to  reimburse  the 
Developer  for  its  investment  in  entitlement  and  infrastructure  and  (ii)  for  most  parcels, 
ongoing  monthly  rent  payments  to  the  Port.  Upon  completion  of  each  phase  the  process 
starts  anew  with  the  next  bundle  of  2-4  parcels  and  their  associated  infrastructure. 

Due  to  its  size,  buildout  of  the  Site  is  projected  to  extend  beyond  the  length  of  a  single 
typical  market  cycle.  The  parties  agree  that  this  parcelization  and  phased  development 
strategy  combined  with  the  infrastructure  financing  plan  and  flexible  zoning  approach 
described  below  provide  the  greatest  opportunity  for  the  efficient  and  successful 
buildout  of  the  Site.  In  addition,  parcel  transfers  through  leases  will  be  timed  to  lock  in 
the  benefits  of  a  stable  or  growing  real  estate  market  through  a  combination  of  base 
rent,  proceeds  from  the  sale  of  development  rights,  and  ongoing  Port  participation  in 
lease  revenues  and  future  sales  provide  the  Port  with  a  cushion  against  a  weakened 
market  and  a  path  to  recover  lost  value  if  a  given  parcel  transfer  takes  place  in  a  weaker 
market. 

For  each  phase,  upon  execution  of  the  vertical  lease(s)  for  parcels  included  in  the 
phase,  the  individual  parcel  developer  (vertical  developer)  (which  may  or  may  not  be 
affiliated  with  the  Developer)  will  commence  construction.  Developer  will  commence 
construction  of  the  public  improvements  required  for  that  phase  after  vertical 
construction  has  commenced  but  before  it  is  completed.  This  timing  will  be  managed  in 
a  manner  designed  to  allow  for  the  completion  of  such  infrastructure  "just  in  time"  to 
support  the  occupancy  of  the  completed  building  but  not  too  far  in  advance  of  the  CFD 
special  tax  payments  and  the  collection  of  tax  increment  that  together  are  intended  to 
reimburse  Developer  for  its  investment.  This  "just  in  time"  scheduling  concept  is 
graphically  represented  below: 
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ABSORPTION/CONSTRUCTION  PHASE 

#  PARCEL  LEASE  SIGNED 

#  BUILDINGS  COMPLETED 


2015 


2016 


2017 


2018 


2019 


Phase  1:  Parcels  A,  B,  CD 


Phase  2:  Parcels  G,  K 


Phase  3:  Parcels  E,F 


Phase  4:  Parcels  H,  I,  J 


DESIGN 


BUILDING  CONSTRUCTION 


jf  DESIGN 


INFRASTRUCTURE 
CONSTRUCTION 


BUILDING  CONSTRUCTION 


2020 


INFRASTRUCTURE 

  CONSTRUCTION  .  

^   DESIGN  BUILDING  CONSTRUCTION 


design' 


INFRASTRUCTURi 
CONSTRUCTION 


2021 


BUILDING  CONSTRUCTION 


INFRASTRUCTURE 
CONSTRUCTION 


Public  improvements  include  the  installation  of  streets,  sidewalks,  parks  /  open  space, 
public  access  areas,  water,  sewer  and  electrical  utilities,  and  other  infrastructure 
referred  to  as  "horizontal  development".  Developer  will  bear  the  cost  of  the  horizontal 
development,  which  is  currently  estimated  to  be  in  the  range  of  $126  million  for  the 
entirety  of  SWL  337  as  shown  in  the  table  below.  In  accordance  with  the  Project  plan  of 
finance  the  amounts  reflected  in  the  table  include  the  cost  of  preparing  and  stabilizing 
the  land  over  which  public  infrastructure  is  built,  but  do  not  include  the  costs  of  piles  and 
supports  under  the  parcels  to  be  privately-leased  for  above  ground  development, 
referred  to  as  "vertical  development".  This  table  represents  the  currently  anticipated 
timing  of  each  project  area  infrastructure  investment.  Timing  is  subject  to  change. 


PHASE 

COMPONENT 

UNINFLATED 
COSTS 

INFLATED 
COSTS  (3%) 

START 
YEAR 

Entitlements 

Entitlements 

$20,000,000 

$20,000,000 

2012 

Phase  1 

Parcels  A,  B  &  C 

$18,390,613 

$21,523,162 

2017 

Phase  1a 

Parcel  D  Garage 

$5,216,622 

$6,164,578 

2017 

Phase  2 

Parcels  G  &  K 

$31,832,900 

$38,227,462 

2018 

Phase  3 

Parcels  E  &  F 

$17,362,012 

$21,364,776 

2019 

Phase  4 

Parcels  H,  I  &  J 

$14,687,489 

$18,441,259 

2020 

Total 

$107,489,636 

$125,721,237 

Phase  4  also  includes  projected  costs  for  Pier  48  of  $22,050,000  ($28,428,31 1  inflated 
to  2021/2022),  which  will  be  paid  for  through  a  combination  of  Pier  48  tenant-funded 
capital  improvements  and  IFD  proceeds  from  Pier  48  and  SWL  337. 

Developer  Responsibilities  and  Return 

In  order  to  realize  the  value  of  the  Port's  asset,  the  Port  has  secured  Developer  as  a 
private  partner  to  1)  provide  leadership  in  design  and  entitlement  of  the  Site;  2)  provide 
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capital  for  pre-entitlement  expenditures;  and  3)  provide  the  initial  investment  for 
infrastructure  design  and  construction. 

As  reflected  in  the  ENA,  the  Developer's  responsibility  is  to  procure  all  Project 
entitlements  and  pay  related  costs,  as  well  as  to  construct  all  horizontal  infrastructure  as 
described  below.  The  Developer  will  be  reimbursed  for  its  expenditures  plus  an  agreed 
upon  market-based  rate  of  return  as  more  fully  described  below.  As  a  general  matter 
the  Developer's  return  is  calculated  as  the  greater  of  (i)  the  equivalent  of  20%  of 
Developer's  eligible  costs  compounded  annually  or  (ii)  Developer's  equity  multiplied  by 
a  factor  of  1 .5.  For  example  if  the  Developer  invests  $1 0  million  in  equity  capital  they 
would  be  entitled  to  $10  million  return  of  equity  and  $5  million  return  on  their  equity 
investment  even  if  the  rate  of  return  exceeds  20%.  As  a  practical  matter  20%  returns 
exceed  this  1 .5x  multiple  within  2  Vz  years  of  investment.  The  Project  pro  forma 
analysis  show  Developer's  equity  investment  in  a  given  phase  repaid  within  2  to  4  years 
so  returns  attributable  to  the  1 .5x  multiple  are  low.  These  two  standards  for  Developer's 
return  measure  the  rate  of  return  and  the  total  amount  of  return  dollars  to  Developer  and 
have  been  verified  by  staff  as  representative  of  the  current  financing  market  relative  to 
the  unique  risks  of  this  Site4. 

In  addition,  the  parties  have  negotiated  a  right  for  the  Developer  to  participate  in  20%  of 
the  total  Port  Site-wide  rent  amounts  above  $4.5  million  for  45  years.  This  participation 
right  is  intended  to  align  the  parties'  interests  in  expeditiously  securing  the  full 
completion  of  the  Site,  which  ultimately  is  the  means  for  the  Port  to  maximize  its  rent 
revenues  from  the  Project.  Additional  risk-sharing  provisions  relating  to  the  Developer's 
return  are  described  in  "Description  of  Project  Stages"  below  and  motivate  the 
Developer  to  continue  to  invest  in  Site  in  out  years  to  support  ongoing  growth  in  Project 
revenues. 

DESCRIPTION  OF  PROJECT  STAGES 

The  structure  described  generally  above  creates  a  framework  for  the  overall  transaction. 
In  addition,  the  parties'  negotiations  have  identified  additional  considerations  and 
mechanisms  at  each  stage  of  the  Project,  from  predevelopment  through  the  completion 
of  Phase  4,  that  are  meant  to  align  incentives  and  share  risks  where  appropriate. 
These  considerations  and  provisions  are  described  in  more  detail  below. 

Entitlement 

The  Developer  will  pay  all  entitlement  costs  including  planning,  environmental  review, 
and  land  use  approvals.  The  Developer's  investment  in  such  eligible  costs,  plus  its 
return  as  described  above,  will  be  repaid  from  the  payments  associated  with  each 
parcel  transfer.  After  entitlement  and  execution  of  a  Disposition  and  Development 
Agreement  ("DDA"),  the  Developer  will  enter  into  an  interim  master  lease  for  SWL  337, 
with  rent  terms  based  on  the  current  parking  lease  between  the  Port  and  China  Basin 
Ballpark  Company,  LLC  and  base  rent  allocated  among  development  parcels.  The 
interim  lease  will  provide  that  as  parking  activities  are  removed  from  development 


4  See  also  discussion  below  titled,  "Development  Risk". 


parcels  that  are  leased  and  prepared  for  construction  the  interim  rent  terms  will  be 
reduced  pro  rata  in  reflection  of  the  decrease  in  parking  spaces. 

Phase  1 

Phase  1  will  commence  upon  execution  of  a  DDA  at  conclusion  of  the  entitlement 
process.  The  Port  will  sell  development  rights  to  the  Developer  concurrent  with  Project 
approvals  through  prepaid  75-year  leases  (for  two  parcels  or,  in  circumstances  where 
the  Port  has  been  successful  in  lifting  trust  restrictions  on  such  parcel(s),  fee  interests) 
at  fair  market  value.  The  Developer  may  choose  to  develop  these  parcels  itself  or 
through  an  affiliate  or  sell  development  rights  to  these  parcel  leases  to  a  qualified  third 
party  acceptable  to  the  Port.  Net  proceeds  from  these  sales  will  be  applied  to 
reimburse  Developer  for  predevelopment  costs  and  pay  accrued  return,  if  any.  In  the 
event  of  a  market  downturn  where  fair  market  value  of  Phase  1  parcels  is  not  sufficient 
to  reimburse  Developer's  predevelopment  costs  and  pay  all  accrued  return,  Developer 
has  agreed  to  risk-sharing  measures  on  its  outstanding  equity. 

The  Developer  will  finance  all  costs  to  install  infrastructure  and  public  benefits  for 
Phase  1  -  utilities,  streets,  sidewalks,  etc.  The  Port  or  the  City  will  have  the  right  to  use 
any  available  alternative  source  of  public  funds  (at  its  sole  option). 

To  reimburse  such  Developer  expenditures  plus  accrued  return,  the  Term  Sheet  calls 
for  the  Port  (at  its  discretion)  to  work  with  the  City  to  issue  Mello-Roos  community 
facilities  district  ("CFD")  bonds.  These  CFD  bond  proceeds  will  be  used  to  reimburse 
Developer's  eligible  infrastructure  costs  for  Phase  1  and  pay  accrued  return  to  the 
extent  it  is  legally  payable  from  such  source.  The  bonds  will  be  secured  by  a  pledge  of 
special  taxes  and  the  City  will  levy  such  special  taxes  as  needed  to  pay  debt  service. 
As  Phase  1  parcels  are  constructed  and  placed  on  the  City's  tax  roll,  the  related  tax 
increment  will  supplement  the  special  taxes  in  servicing  the  CFD  bonds. 

Phases  2  -  4 

Each  subsequent  phase  commences  at  the  point  in  time  that  the  Port  and  the 
Developer  agree  that  market  conditions  will  support  the  next  phase  of  development. 
The  Developer  and  the  Port  will  enter  into  75-year  leases  with  vertical  developers  for 
parcels  after  completing  an  appraisal  process.  The  Port  and  Developer  will  confer  and 
agree  on  the  sources  and  uses  of  funds  to  be  budgeted  for  the  current  phase,  which  will 
include  a  projection  of  the  costs  and  timing  of  building  needed  infrastructure.    The  total 
budget  will  be  based  on  the  estimate  of  the  amount  needed  to  pay  off  (i)  the 
Developer's  outstanding  prior  phase  costs,  if  any,  (ii)  the  current  phase  costs  plus  (iii) 
accrued  returns.  Such  anticipated  costs  will  then  be  compared  to  CFD  bond  proceeds 
expected  to  be  available  to  reimburse  such  costs.  If  anticipated  costs  are  greater  than 
anticipated  CFD  bond  proceeds,  a  portion  of  the  rent  under  each  parcel  lease  will  first 
be  applied  to  retire  Developer's  outstanding  costs  and  accrued  return.  Prepaid  rents  to 
Developer  would  reduce  the  amount  of  the  ongoing  rental  stream  to  the  parties,  so  it  will 
be  in  the  Port's  financial  interest  to  maximize  the  amounts  available  from  the  public 
finance  strategy  and  minimize  the  need  to  fund  Developer  reimbursements  through  the 
parcel  leases. 
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The  Port  will  work  with  the  City  to  issue  CFD  bonds  in  amounts  and  at  the  time  of  Port's 
choosing.  The  current  Project  underwriting  contemplates  that  the  CFD  bonds  would  be 
issued  concurrently  with  the  Port's  issuance  of  certificates  of  occupancy  for  the 
buildings  on  the  subject  parcel.  At  Port  and  City's  election,  these  bonds  could  be  issued 
earlier  if  the  benefits  of  increased  property  values  outweigh  issuance  risks.  CFD  bond 
proceeds  will  reimburse  Developer's  infrastructure  costs  and,  to  the  extent  eligible,  pay 
Developer  return.  As  tax  increment  flow  is  stabilized,  Port  will  use  net  available  tax 
increment  flowing  from  the  Site  as  an  additional  source  to  pay  CFD  debt,  reducing 
special  tax  levies 

If  IFD  proceeds  are  available  in  Phases  3-4,  the  Term  Sheet  provides  for  the  use  of  IFD 
proceeds  to  fund  the  costs  of  piles  to  support  foundations  for  vertical  development  at 
SWL  337  (projected  pile  depths  are  in  the  range  of  250-290  feet),  subject  to 
corresponding  increases  to  base  rent  for  vertical  parcels  that  receive  IFD  proceeds  for 
this  purpose. 

The  Developer's  base  rent  obligation  under  the  master  interim  lease  will  reduce 
proportionately  as  parking  spaces  are  removed  from  the  master  lease  through  the 
execution  of  new  development  parcel  leases  and  development  of  buildings.  At  the 
same  time,  rental  revenues  from  those  development  parcels  will  begin  to  flow  and  will 
replace  (and  eventually  exceed)  the  prior  parking  revenues. 

The  overall  Project  will  proceed  as  market  conditions  allow,  though  both  parties  are 
incentivized  to  complete  full  buildout  as  quickly  as  possible.  The  Term  Sheet  and 
associated  financial  analysis  currently  project  completion  of  all  four  Phases  by  2022. 

LAND  USE  PROGRAM  SUMMARY 

Developer  will  create  a  new  mixed-use  neighborhood,  linking  Mission  Bay  to  the  urban 
fabric  of  the  City.  Though  subject  to  flexible  zoning  that  could  change  the  uses  or 
intensities  of  various  parcels,  for  purposes  of  analysis  the  Site  is  projected  to  include  the 
land  use  program  shown  below.  The  parties  anticipate  that  the  Project  will  continue  to 
evolve  through  modifications  made  through  the  CEQA,  the  public  review  processes  and, 
with  regard  to  the  final  mix  of  commercial  and  residential  uses,  to  market  demands. 
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Parcel 

Land  Use 

Program  Area  [Gross  Sq.  Ft.] 

Maximum 
Height 
[feet] 

Total  GSF 
Building 

Commercial 

Residential 

Rp<;irlpnfi;pl 

IaCjIUCI  1  Udl 

[Units] 

Retail 

Parking 

Pa  r\t  i  n  cr 
r  a  i  mi  15 

f  ^narpcl 

[  J|JdLC5j 

Pier  Use 

A 

Residential 

oqc  nnn 

304 

25  000 

80  500 

XkjD 

320 

401,500 

B 

Office 

ion  nnn 

u 

n 

tc  nnn 

fin  nnn 

1  9R 

160 

315,000 

c 

Office 

9fin  nnn 

ZDU,UUU 

n 

n 
u 

on  nnn 

fin  nnn 

280 

340,000 

D 

Parking/Office 

en  nnn 

n 
u 

n 

~7  Qnn 

Qt;n  nnn 

100 

907,500 

E 

Office 

140,000 

0 

0 

10,000 

0 

0 

120 

150,000 

F 

Residentia  1 

0 

344,000 

353 

12,400 

0 

0 

380 

356,400 

G 

Office 

175,000 

0 

0 

17,500 

47,000 

100 

160 

239,500 

H 

Office 

243,000 

0 

0 

12,000 

0 

0 

160 

255,000 

Office 

185,000 

0 

0 

12,000 

0 

0 

190 

197,000 

J 

Residential 

0 

180,000 

185 

10,000 

0 

0 

190 

190,000 

K 

Residential 

0 

100,000 

103 

10,000 

0 

0 

160 

110,000 

Pier  48 

Mixed 

212,500 

38 

212,500 

TOTAL 

1,283,000 

920,000 

944 

161,400 

1,097,500 

2,816 

212,500 

3,674,400 

Developer  proposes  dividing  SWL  337  into  1 1  buildable  parcels  (Parcels  A  -  K)  10  of 
which  would  be  developed  as  a  mix  of  commercial/office,  retail,  and  residential  uses. 
The  1 1th  parcel  would  hold  structured  parking  to  serve  new  development  and  other 
nearby  uses,  including  games  and  other  events  at  AT&T  Park.  As  discussed  below, 
Pier  48  would  be  leased  to  Anchor  Brewing  Company  for  the  expansion  of  their 
production  capacity  (which  would  be  the  12th  parcel).  As  noted  in  the  description  of 
Phase  1  above,  Developer  will  obtain  rights  to  the  first  two  parcels  (likely  parcels  A  &  B) 
as  part  of  the  reimbursement  for  its  entitlement  period  equity  investment  and  associated 
return.  Developer  will  have  an  option  to  develop  each  of  the  9  remaining  development 
parcels  and  Pier  48,  subject  to  exceptions  specified  in  the  Term  Sheet. 

Open  Spaces,  Parks  and  Recreation 

Developer  will  create  major  new  open  spaces  connecting  the  Site  with  surrounding 
neighborhoods  and  the  waterfront,  including: 

•  China  Basin  Park,  will  be  expanded  into  a  5-acre  regional  waterfront  park 
located  on  China  Basin  across  from  AT&T  Park,  with  a  great  lawn  open  space 
and  special  event  area,  a  waterfront  cafe  with  outdoor  seating,  a  junior 
baseball  field,  gardens  and  picnic  areas,  and  a  promenade  connection  to  the 
marginal  wharf  between  Piers  48  and  50  (see  Channel  Plaza  description 
below). 

•  The  Square,  a  1 .3  acre  park  located  at  the  heart  of  Site.  The  Square  will 
include  a  large  multi-use  lawn,  plaza,  and  cafe  pavilion.  The  Square  will  be 
framed  by  a  mix  of  residential  and  commercial  uses,  including  ground-floor 
retail  and  a  pedestrian  connection  to  Channel  Plaza. 

•  Channel  Plaza,  subject  to  Port  Commission  approval  to  add  to  the  Site,  the 
marginal  wharf  between  Piers  48  and  50  will  be  converted  to  a  hardscaped  one- 
half  acre  plaza  set  upon  an  active  maritime  wharf  with  views  of  working  vessels 
and  other  maritime  uses. 

The  development  of  these  parks  and  open  spaces  will  be  distributed  among  the  Project 
phases  to  assure  completion  is  concurrent  with  the  completion  of  adjacent  vertical 
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development.  Under  the  illustrative  phasing  plan  shown  below,  China  Basin  Park  would 
be  included  in  the  second  phase  and  The  Square  would  be  provided  in  the  third  phase. 


Land  Use  &  Phasing  Diagram 


Parks  and  open  spaces  will  be  owned  by  and  remain  under  the  jurisdiction  of  the  Port, 
and  will  be  programmed  by  Developer  subject  to  Port  approval  and  conditions  of  the 
San  Francisco  Bay  Conservation  and  Development  Commission  ("BCDC")  major  permit 
applicable  to  the  Site.  Maintenance  of  the  parks  and  open  spaces  is  proposed  to  be 
funded  by  Mello-Roos  special  taxes  imposed  on  privately-owned  and  occupied  land  and 
buildings  on  the  Site. 

Parking  Garage 

The  parking  garage  will  be  developed  on  Parcel  D  as  part  of  an  early  phase  of  the 
Project  and  is  proposed  to  provide  approximately  2,297  spaces  for  use  by  the  entire 
development  and  for  ballpark,  event,  and  other  public  parking.  The  parties  have 
initiated  discussions  with  the  San  Francisco  Municipal  Transportation  Agency 
("SFMTA")  to  explore  the  feasibility  of  SFMTA  financing  and  operating  the  parking 
structure.  Should  SFMTA  conclude  that  the  parking  structure  is  not  feasible  as  an 
SFMTA  project,  the  parties  will  continue  to  explore  other  sources  of  financing  and  other 
measures  needed  for  the  garage,  including  Developer  investment. 

Affordable  Housing 

New  rental  housing  built  for  the  Project  will  meet  City  inclusionary  housing  requirements 
under  Planning  Code  §§  415.1-415.1 1  for  on-site  inclusionary  housing  for  15%  of  the 
units  at  55%  of  area  median  income  as  determined  by  the  U.S.  Department  of  Housing 
and  Urban  Development  for  the  San  Francisco  area.  Developer  will  be  required  to 
deliver  affordable  housing  in  a  balanced  manner  throughout  the  phasing  of  the  Project. 
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Pier  48 

Currently  the  Port  and  Developer  are  in  negotiations  with  Anchor  Brewing  Company  to 
expand  its  production  capacity  through  a  lease  for  the  entirety  of  Pier  48.  The  proposed 
lease  terms  are  consistent  with  the  Port's  parameter  rent  for  similar  shed  structures, 
subject  to  possible  offset  by  rent  credits  for  qualifying  capital  improvement  costs  that 
extend  the  life  of  the  facility.  In  light  of  current  projections  of  sea  level  rise,  the 
maximum  initial  term  would  be  30  years.  The  current  financial  model  anticipates  that 
Pier  48  would  be  upgraded  as  part  of  Phase  4;  however  the  parties  agree  that  such 
occupancy  could  be  accelerated  depending  on  the  specifics  of  the  proposal.  The  Port's 
review  of  any  tenant  or  use  will  consider  its  preservation  of  maritime  uses  and  historic 
features  of  Pier  48  as  a  necessary  component  to  its  thoughtful  rehabilitation. 

Transportation  Demand  Management  Plan 

Developer  will  implement  a  Transportation  Demand  Management  Plan  that  provides  a 
comprehensive  strategy  to  manage  the  transportation  demands  created  by  the  Project. 
The  mixed-use  nature  of  the  Project's  land  use  program,  its  rich  transit  options,  and 
proximity  to  resources  and  services  along  San  Francisco's  waterfront  and  in  downtown 
areas  give  rise  to  an  overall  strategy  of  reducing  single-occupancy  vehicle  trips.  The 
transportation  strategy  at  the  Project  is  based  on  reducing  vehicle  miles  traveled  by 
fostering  multiple  modes  of  sustainable  transportation,  emphasizing  pedestrian,  bicycle, 
and  public  transit  options.  This  strategy  will  interact  with  and  be  informed  by  the 
ongoing  waterfront  transportation  assessment  currently  being  led  by  SFMTA. 

Jobs  and  Equal  Opportunity  Program 

The  Developer  and  the  Port  anticipate  that  the  build-out  of  the  Project  will  create 
thousands  of  construction  and  permanent  jobs,  and  that  the  planning,  design,  and 
construction  work  will  provide  substantial  contracting  opportunities  for  local  contractors 
and  professional  service  firms  as  well  as  countless  businesses,  employers,  and 
organizations.  Developer  will  implement  a  Jobs  and  Equal  Opportunity  Program 
designed  to  assure  that  a  portion  of  the  jobs  and  contracting  opportunities  generated  by 
the  Project  be  directed,  to  the  extent  possible  (based  on  the  type  of  work  required  and 
consistent  with  collective  bargaining  agreements)  to  local,  small,  and  economically 
disadvantaged  companies  and  individuals. 

Site  Zoning 

Developer  and  the  Port  will  work  with  the  Planning  Department  to  establish  the 
development  parameters  for  the  Project  through  a  Special  Use  District  ("SUD"),  which 
will  be  incorporated  into  the  City's  Planning  Code  after  environmental  review  is 
complete  and  the  Project  has  been  approved  by  appropriate  Port  Commission,  Planning 
Commission,  Board  of  Supervisors,  and  other  regulatory  actions.  SWL  337  is  currently 
zoned  MB-OS  (Mission  Bay  Open  Space),  and  Pier  48  is  zoned  M-2  (Heavy  Industrial). 

Flexible  Land  Use 

A  key  element  of  the  design  proposal  for  the  Project  is  a  flexibility  to  respond  to  future 
market  demands  while  still  upholding  the  objective  of  creating  an  authentic  mix  of  uses. 
The  proposed  SUD  would  designate  certain  parcels  as  residential  and  certain  others 
commercial.  The  SUD  would  provide  flexibility  for  some  later  determination  as  to 
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product  type  within  certain  types  of  zoning.  Given  this  flexibility  the  Developer  has 
studied  various  ranges  for  building  heights.  Heights  of  buildings,  reflecting  the  mixed- 
use  nature  of  their  uses,  will  be  diverse.  Up  to  two  tall  slender  signature  residential 
towers  are  anticipated.  The  SUD  will  establish  height  limits  ranging  from  90  feet  up  to 
380  feet,  allowed  density  expressed  as  permissible  floor  area  ratio  ("FAR")  limits,  bulk 
limits,  and  other  controls  on  development.  In  cooperation  with  the  Planning 
Department,  the  Port  and  Developer  are  currently  studying  a  range  of  possible  height 
schemes.  Community  design  engagement  is  ongoing  and  will  further  assist  in  defining 
the  heights,  which  will  likely  be  represented  in  the  SUD  as  ranges  for  uses  and  parcels. 

Retail  Programming  and  Ground  Level  Operations 

While  zoning  will  allow  a  certain  amount  of  flexibility,  Developer  will  retain  control  over 
ground  floor  design,  tenant  mix,  and,  through  a  maintenance  agreement  with  the  Port, 
park  operations  and  maintenance.  Comprehensive  planning  and  programming  of 
ground  floor  spaces  will  address  both  the  design  and  the  nature  of  the  Project's  retail 
uses,  defining  the  public  realm  and  neighborhood  identity.  A  dynamic  range  of 
restaurants,  cafes,  boutique  stores,  grocery  stores,  bookstores,  and  other  shops  will 
only  be  possible  through  careful  programming  of  the  entire  Site.  In  consultation  with  the 
Port  and  community,  Developer  will  create  a  blueprint  for  locations  and  tenant  types  for 
each  vertical  development.  This  comprehensive  programming  will  address  not  only 
types  of  stores,  but  also  the  appropriate  mix  of  local,  regional,  and  national  retailers. 
Minimum  threshold  requirements  for  local  and  regional  operators  will  reduce  the  threat 
of  homogeneity  that  otherwise  might  adversely  affect  the  Project's  retail  success.  This 
building-to-building  variety  will  strengthen  the  pedestrian  environment  and  establish  an 
authentic,  sustainable  neighborhood  for  San  Franciscans  to  enjoy. 

Sustainability 

Developer  will  implement  a  Sustainability  Plan  that  will  provide  a  comprehensive 
strategy  to  achieve  the  Project  goal  of  becoming  a  model  of  sustainability  by  exhibiting 
the  concepts  and  practices  of  sustainable  community  development  throughout  the 
development  process.  Developer  will  collaborate  with  the  City  and  the  Port,  specifically, 
the  Department  of  the  Environment,  the  Planning  Department,  and  the  Port  Planning 
Division,  to  develop  the  Sustainability  Plan. 

Developer  and  the  City  will  develop  an  integrated  plan  that  identifies  measurable  goals, 
standards,  and  performance  metrics.  This  Sustainability  Plan  will  be  included  in  the 
DDA.  Multiple  sustainable  Site  strategies  will  be  considered  from  the  outset  of 
horizontal  development  to  enable  vertical  development  design  proposals  to  exceed 
compliance  with  Port  Building  Code  requirements  and  achieve  Project  goals  for 
integrated  sustainable  design  and  a  low  carbon  community. 

The  Project  has  been  identified  by  City  Planning  as  a  Type  1  Eco-District  which  works 
with  the  opportunities  horizontal  infrastructure  development  can  provide  to  optimize 
Eco-District  goals.  Port  and  City  staff  are  committed  to  working  with  the  Developer  to 
help  the  City  meet  its  environmental  goals  through  horizontal  infrastructure  and  vertical 
development,  as  identified  in  the  Term  Sheet. 
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Statutory,  Regulatory  and  Plan  Amendments 


BCDC 

The  proposed  Project  will  require  approvals  by  state  bodies,  including  amending  the 
Bay  Area  Seaport  Plan  sponsored  by  BCDC  and  the  San  Francisco  Bay  Area 
Metropolitan  Transportation  Commission,  which  designates  Pier  48  as  a  future  site  for 
neobulk  cargo  shipping  and  the  eastern  six  acres  of  SWL  337  adjacent  to  Pier  48  and 
Pier  50  as  a  "port  priority"  area  to  provide  backland  area  for  potential  cargo  operations. 
Amendments  to  the  Seaport  Plan  may  trigger  a  need  to  amend  BCDC's  San  Francisco 
Waterfront  Special  Area  Plan.  In  addition,  all  development  within  100  feet  of  the 
shoreline  will  be  subject  to  BCDC  approval. 

State  Lands  Commission 

The  Port  must  obtain  the  State  Lands  Commission's  ("State  Lands")  prior  approval  of 
(a)  the  conclusions  of  a  Port  study  on  the  retention  of  trust  uses  (including  public  parks 
and  walkways,  restaurants,  hotels,  maritime  training,  sales,  and  rentals,  and  waterfront 
visitor-serving  retail  services)  at  SWL  337,  (b)  the  location  of  trust  uses  at  SWL  337  and 
Pier  48,  and  (c)  the  transportation  needs  of  the  ballpark  and  trust  uses  on  nearby  Port 
property. 

State  Lands  must  find  that  all  nontrust  leases  are  executed  at  fair  market  value, 
consistent  with  the  trust  (other  than  land  use  restrictions),  and  otherwise  in  the  best 
interests  of  the  State.  In  addition,  staff  will  work  with  State  Lands  to  obtain  legislation 
for  a  technical  amendment  to  SB  81 5  to  add  an  approximately  20  foot  wide  strip  along 
the  southern  edge  of  SWL  337.  This  area  currently  does  not  have  relief  from  the  trust 
use  restrictions  in  SB  81 5.  To  the  extent  necessary  and  after  further  consultation  with  staff 
of  the  State  Lands  and  Developer,  the  Port  may  seek  other  technical  amendments  to  the 
Burton  Act  and  other  state  legislation. 

FINANCIAL  DEAL  TERMS 

The  key  financial  provisions  of  the  Term  Sheet  are  as  follows: 


Section  and  Title 

Basic  Terms  and  Conditions 

1.  Parties 

Port  and  Seawall  Lot  337  Associates,  LLC. 

2.  Site 
Description 

Seawall  Lot  337,  an  approximately  16-acre  parcel  located  south  of  Mission  Creek/China 
Basin  Channel,  bordered  by  Third  Street  on  the  west,  Mission  Rock  Street  on  the  south, 
and  Terry  Francois  Boulevard  on  the  east; 

Pier  48,  a  212,500  square-foot  facility,  with  two  main  pier  sheds. 

3.  Project 
Description 

Mission  Rock  will  create  a  new  mixed-use  neighborhood,  linking  Mission  Bay  to  the  urban 
fabric  of  the  City  as  described  in  the  Land  Use  Summary  section  above. 

4.  Transaction 
Documents 

The  parties  anticipate  the  following  primary  Transaction  Documents: 

Disposition  and  Development  Aqreement  between  the  Port  and  Developer  (the 
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"DDA")  for  horizontal  and  vertical  development  of  the  Site. 

Master  Ground  Lease  ("Master  Lease"):  the  Port  and  Developer  will  enter  into  a 
new  ground  lease  covering  all  development  parcels  at  SWL  337  except  the  two 
lead  parcels  as  described  below.  Rent  and  other  key  terms  will  be  generally 
consistent  with  those  in  the  existing  parking  lease  with  a  term  ending  after  final 
parcel  development. 

•     Form  of  Parcel  Ground  Lease:  The  form  of  Parcel  Ground  Lease  to  be  used  for 
development  parcels  at  SWL  337  will  be  attached  as  an  exhibit  to  the  DDA. 

Pier  48  Lease(s)  between  the  user(s)  identified  bv  Developer  and  the  Port  as 
further  described  below. 

5.  Phasing 

The  parties  anticipate  that  the  Project  Site  will  be  developed  in  four  Phases. 

•  Each  Phase  will  consist  of  one  or  more  development  parcels  and  associated  areas 
for  streets  and  open  spaces. 

•  Public  benefits,  including  development  of  parks  and  the  Parking  Structure,  will  be 
distributed  among  the  Phases,  assuring  that  these  benefits  are  completed 
concurrent  with  the  completion  of  vertical  development  and  associated 
infrastructure  of  each  Phase. 

6.  Statutory, 
Regulatory,  and 
Plan 

Amendments 

The  Project  will  require  approvals  by  State  bodies,  including  BCDC  and  State  Lands 
Commission.  To  the  extent  necessary  and  after  consultation  with  staff  of  the  State  Lands 
and  Developer,  the  Port  may  seek  technical  amendments  to  the  Burton  Act  and  other  state 
legislation. 

7.  Zoning 

SWL  337  is  currently  zoned  MB-OS,  and  Pier  48  is  zoned  M-2.  Developer  will  seek 
approval  of  a  new  Special  Use  District  ("SUD")  for  the  Mission  Rock  area.  The 
SUD  will,  among  other  things,  establish  new  height  and  bulk  limits  for  the  Site. 

•    The  Waterfront  Land  Use  Plan  will  be  amended  to  incorporate  Development 
Controls  for  Mission  Rock  and  will  incorporate  SUD  limitations  and  other 
development  requirements,  such  as  the  role  of  the  Waterfront  Design  Advisory 
Committee  in  the  design  review  process. 

8.   Master  Lease 
Terms 

Base  Rent  under  Master  Lease:  The  rent  structure  under  the  interim  master  lease  will  be 
equivalent  to  the  existing  parking  lot  lease  with  China  Basin  Ballpark  Company,  LLC: 
$2.4  million  base  rent  and  percentage  rent  of  66%  of  gross  revenues  after  allowed 
expenses.  As  phased  development  of  the  Site  occurs  over  time,  the  parcels  will  be 
removed  from  master  lease  and  base  rent  will  be  reduced  on  a  pro  rata  basis  as  the  Port 
enters  into  each  Parcel  Ground  Lease. 

Base  Rent  under  Parcel  Ground  Leases:  Based  on  the  proqram  described  in  the  Term 
Sheet,  the  Port  has  established  a  minimum  of  $3.5  million  (the  "Reserve  Rent")  in  annual 
rent  in  the  aggregate  for  eight  of  the  ten  development  parcels,  (excluding  the  two  "lead" 
parcels,  the  parking  structure,  and  Pier  48). 

•    The  Reserve  Rent  will  be  allocated  among  each  of  these  eight  development 
parcels,  setting  a  floor  for  the  total  annual  rent  anticipated  for  each  parcel  ground 
lease,  exclusive  of  any  upfront  prepaid  rent  payments.  Initial  rent  for  each 
development  parcel  will  be  set  by  valuation  procedures  to  be  undertaken  as  each 
parcel  is  offered  for  vertical  development. 
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•  The  lead  parcels  will  be  transferred  to  Developer  affiliates  by  parcel  ground  leases 
under  which  fair  market  rent,  as  established  by  appraisal,  will  be  fully  prepaid.  The 
intent  of  the  prepaid  leases  ,  which  are  anticipated  to  be  the  two  parcels  most  likely 
to  meet  market  conditions,  is  to  generate  proceeds  which  can  then  be  used  to 
reimburse  Developer's  entitlement  costs,  including  developer  return  accrued 
thereon.  As  described  in  the  Term  Sheet,  the  DDA  will  provide  specific  rules  for 
how  such  proceeds  are  applied. 

•  Base  rent  under  each  parcel  ground  lease  (excluding  lead  parcels  because  these 
are  fully  prepaid)  will  escalate  as  follows:  In  every  1 0 h  lease  year,  annual  base  rent 
will  be  increased  to  85%  of  the  average  of  the  sum  of  annual  base  rent  plus 
percentage  rent  ("total  rent")  paid  to  the  Port  pursuant  to  such  parcel  lease  over  the 
immediately  preceding  three  years. 

9.   Rent  Under 
Parcel 
Leases 

Each  parcel  ground  lease  (except  for  lead  parcels)  will  include  percentage  rent  in  a  form 
dictated  by  use,  as  described  in  the  Term  Sheet.  Vertical  developers  will  be  required  to  pay 
the  Port  the  greater  of  percentage  rent  or  base  rent,  as  documented  in  periodic  reports  to 
the  Port  in  a  manner  similar  to  that  required  in  other  comparable  Port  development  leases. 

10.  Port 

Participation 
in  Capital 
Events 

•  When  the  capital  event  is  a  sale  to  a  third  party  of  a  vertical  developer's  lease  or  fee 
interest  and  the  sale  occurs  after  vertical  development  is  complete,  the  vertical 
developer  will  pay  to  the  Port  1 .5%  of  the  net  proceeds  of  the  sale;  provided  that  if 
the  parcel  is  a  lead  parcel  and  the  sale  occurs  within  10  years  after  the  date  that 
construction  of  the  lead  parcel  is  complete,  no  such  payment  will  be  required  on  the 
first  such  capital  event.  Payments  will  be  required  on  all  subsequent  events. 

When  the  capital  event  is  a  sale  to  a  third  party  of  an  affiliated  vertical  developer's 
lease  or  fee  interest  in  a  lead  parcel  and  the  sale  occurs  within  36  months  following 
transfer  by  the  Port  of  the  lead  parcel,  the  affiliated  vertical  developer  will  pay  to  the 
Port  50%  of  the  net  proceeds;  provided  that  if  the  parcel  is  a  lead  parcel  acquired 
through  an  upset  transfer,  as  defined  in  the  Term  Sheet,  no  such  payment  will  be 
required. 

•  Trust  swap  parcels  that  are  sold  to  a  vertical  developer  will  be  subject  to  a  deed 
restriction  providing  for  a  contractual  transfer  fee  (not  a  tax)  on  each  sale  after  the 
initial  sale  of  the  parcel  or,  where  the  parcel  has  been  subdivided,  a  residential  or 
commercial  condominium.  The  transfer  fee  will  be  (i)  1%  of  the  sales  price  of  a 
residential  condominium  sale,  and  (ii)  1 .5%  of  the  Net  Proceeds  of  any  other  sale  to 
a  third  party  of  an  Affiliated  Vertical  Developer's  lease  or  fee  interest  in  a  lead 
parcel,  including  commercial  condominiums  and  multi-family  rental  buildings. 

•  When  the  capital  event  is  a  refinancing,  the  DDA  will  provide  that  the  Port  will  be 
entitled  to  a  transfer  fee  of  1 .5%  of  the  net  proceeds  of  the  refinancing.  In  the  case 
of  a  refinancing,  loan  proceeds  that  are  to  be  invested  back  into  the  developed 
parcel  will  be  excluded  from  net  proceeds. 

11.  Horizontal 
Development 
Costs 

The  Port  and  Developer  anticipate  using  public  financing  mechanisms  funded  by  revenues 
generated  by  the  Project  to  meet  the  Port's  obligation  to  pay  directly  for  or  reimburse 
Developer's  eligible  horizontal  development  costs  with  the  goals  of  reducing  Project  risks, 
accelerating  Project  benefits,  and  increasing, Port  participation  payments  and  other  benefits 
to  the  parties,  vertical  developers,  and  the  public.  A  Project  financing  plan  that  will  be  a  part 
of  the  DDA  will  set  forth  all  financing  mechanisms  that  the  parties  anticipate  using  for  the 
Project. 

12.  Developer 
Return 

Generally,  the  Developer's  return  on  investment  ("Developer  Return")  will  be  calculated 
separately  as  to  each  Phase  (with  entitlement  costs  considered  separately)  and  will  be  the 
greater  of  (i)  the  amount  that  is  equivalent  to  20%  cumulative  annual  return  on 
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unreimbursed  horizontal  development  costs  for  such  Phase  outstanding  from  time  to  time; 
and  (ii)  the  amount  equal  to  1 .5  times  the  Developer's  highest  balance  outstanding  for  such 
Phase. 

•  The  Term  Sheet  provides  detailed  guidelines  for  how  the  Developer  Return  is 
treated  in  the  "upset"  case,  in  which  the  amount  of  funds  available  from 
Development  Rights  Payments  and  other  sources  falls  short  of  the  amount 
necessary  to  fully  reimburse  the  Developer's  entitlement  costs  including  Developer 
Return. 

•  When  Port  total  annual  revenue  exceeds  $4.5  million  from  base  and  percentage 
rents  from  the  parcel  leases,  the  Developer  will  share  in  a  portion  of  this  revenue 
stream  representing  20%  of  the  rents  above  $4.5  million  for  a  term  of  up  to  45 
years. 

13.  Public 
Financing 
Mechanisms 

The  primary  financing  mechanisms  currently  contemplated  are: 

•  Community  Facilities  District  (CFD):  The  Citv  would  form  a  CFD,  with  improved 
areas  annexed  to  the  CFD  at  each  Phase.  Special  taxes  will  be  levied  against 
leasehold  and  fee  interests  in  taxable  parcels.  The  parties  anticipate  that  CFD  debt 
will  be  issued  in  accordance  with  each  Phase  Finance  Plan. 

•  Infrastructure  Financinq  District  (IFD)  Project  Areas:  Consistent  with  the  Port  IFD 
Guidelines  the  City  would  form  a  single  IFD  consisting  of  all  Port  property 
("waterfront  district").  Following  CEQA  review  for  waterfront  development  projects, 
the  City  would  then  consider  formation  of  a  Project-specific  project  area  and 
adoption  of  project-specific  infrastructure  financing  plans  for  the  Site  ("IFD  financing 
plan")  allocating  tax  increment  from  the  project  area  to  the  waterfront  district  to 
finance  public  facilities  specified  in  the  adopted  IFD  financing  plan. 

Bonds.  CFD  (or  IFD)  bonds  will  be  issued  at  the  City's  sole  discretion  consistent 
with  the  DDA  and  Project  Financing  Plan.  Any  bonds  issued  will  be  consistent  with 
the  Port's  reimbursement  obligations  under  the  DDA,  a  phase  budget,  applicable 
federal  tax  law  and  regulations,  other  applicable  law,  and  any  Acquisition 
Agreement  executed  by  the  Port  and  Master  Developer. 

Maintenance  Districts:  The  Parties  will  create  a  maintenance  CFD  over  the  entire 
Site.  Maintenance  special  taxes  levied  against  each  taxable  development  parcel 
would  provide  pay-as-you-go  funds  for  operating  and  maintenance  costs  of  certain 
public  facilities  to  be  specified  in  the  DDA. 

14.  Development 
Rights 
Payments 

Prepaid  rent  payable  by  vertical  developers  upon  execution  of  parcel  ground  leases 
("Development  Rights  Payments")  will  provide  a  source  of  funds  from  which  Port  will 
reimburse  Developer's  horizontal  development  costs  (in  conjunction  with  public  finance 
sources)  and  pay  Developer  Return.  The  amount  of  the  required  Development  Rights 
Payment  for  each  Phase  will  be  calculated  for  each  phase. 

15.  Open  Spaces, 
Parks,  and 
Recreation 

Developer  will  develop  major  new  open  spaces  connecting  Mission  Rock  with  surrounding 
neighborhoods  and  the  waterfront.  The  development  of  these  parks  and  open  spaces  will 
be  distributed  among  the  Phases. 

•     Parks  and  open  spaces  will  be  owned  by  the  Port,  and  managed  and  programmed 
by  Developer,  subject  to  Port  approval  and  conditions  of  the  BCDC  major  permit. 
Maintenance  of  the  parks  and  open  spaces  will  be  funded  by  special  taxes 
imposed  on  vertical  developers  through  the  maintenance  CFD. 

16.  Parking 

The  Project  will  include  a  parking  structure,  developed  in  an  early  phase,  of  approximately 
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Structure 

2,297  spaces  that  will  support  new  development  and  maximize  shared  parking  for  the 
ballpark.  The  parties  have  initiated  discussions  with  the  San  Francisco  Municipal 
Transportation  Agency  ("SFMTA")  to  explore  the  feasibility  of  SFMTA  financing  and 
operating  the  Parking  Structure. 

•    Should  the  City  conclude  that  the  parking  structure  is  not  feasible  as  an  SFMTA 
project,  the  parties  will  continue  to  explore  other  potential  sources  of  financing  and 
other  measures  needed  to  make  the  parking  structure  financially  feasible. 

.  •    The  Port  is  not  expected  to  provide  any  public  financing  for  the  parking  structure 
except  CFD  bond  financing  that  can  be  serviced  by  special  taxes  levied  on  the 
taxable  parcels  at  the  Site  or  taxable  parcels  off-site  that  will  benefit  from  the 
Parking  Structure. 

17.  Master 
Developer's 
Option  Rights 

Developer  will  have  the  right  to  lease  each  of  the  development  parcels  at  its  fair  market 
value  through  an  option  process. 

The  parties  must  approve  a  phase  budget  that  sets  upfront  lease  payments  based 
on  expected  infrastructure  costs,  net  bond  proceeds  and  timing  and  other  costs  and 
revenues  related  to  the  phase. 

•  The  parties  will  agree  on  the  fair  market  rental  value  of  the  parcel,  verified  by 
appraisals. 

•  If  the  Port  determines  that  market  conditions  support  development  of  a  particular 
development  parcel,  the  Port  will  have  the  right  to  require  Developer  to  either 
exercise  its  option  or  allow  the  Port  to  offer  the  parcel  to  the  market  through  a 
parcel  Request  for  Proposals  ("RFP"). 

lo.  rUDIIC 

Offerings 

A  parcel  RFP  will  be  used  if  Developer  fails  to  exercise  its  option  or  if  Developer  fails  to 
timely  close  escrow  on  a  parcel  after  exercising  its  option  on  such  parcel.  Trust  Swap 
Parcels  will  be  publicly  offered  unless  the  Developer  agrees  to  pay  a  premium  above  fair 
market  value  for  an  option. 

19.  Pier  48 

Currently  the  Port  and  Developer  are  in  negotiations  with  Anchor  Brewing  Company  to 
expand  its  production  capacity  through  a  lease  for  the  entirety  of  Pier  48.  The  Port  will 
prepare  detailed  terms  for  a  direct  lease  to  Anchor  Brewing  Company  for  Pier  48  after 
receiving  more  information  about  the  proposed  improvements  to  the  facility,  but  anticipates 
leasing  the  facility  at  the  Port's  parameter  rent  for  similar  shed  structures.  In  light  of  current 
projections  of  sea  level  rise,  the  Port  will  limit  the  maximum  initial  term  to  30  years.  Options 
to  extend  the  term  to  a  total  of  66  years  may  be  exercised  only  after  the  City  and  the  Port 
have  established  policies  and  procedures  to  address  sea  level  rise,  and  the  Port  and  the 
tenant  agree  on  measures  necessary  to  mitigate  the  risks  associated  with  sea  level  rise  that 
will  be  implemented  at  Pier  48  and  their  respective  obligations  with  respect  to  those 
measures.  The  Port's  review  of  any  tenant  or  use  will  consider  its  preservation  of  maritime 
uses  and  historic  features  of  Pier  48  as  a  necessary  component  to  its  thoughtful 
rehabilitation. 
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FINANCIAL  AND  POLICY  ANALYSIS 


The  Term  Sheet  presents  a  roadmap  for  development  including  terms  regarding 
required  returns  on  Developer  investment,  rules  governing  distribution  of  revenue  and 
the  sources  of  finance  for  the  Project.  To  analyze  the  financial  outcomes  of  the  Term 
Sheet,  Developer  created  a  financial  pro  forma  analysis  that  makes  certain  assumptions 
regarding:  1 )  likely  land  use  mix  and  phasing  resulting  from  the  flexible  zoning;  2)  the 
cost  and  phasing  of  infrastructure;  3)  payments  and  rent  that  building  developers  could 
be  expected  to  pay  based  on  pro  forma  analysis  of  commercial  and  residential 
development  on  Site  parcels;  and  4)  special  tax  and  public  finance  timing,  costs, 
interest  rates  and  structure.  This  pro  forma  analysis  was  reviewed  by  Port  staff, 
assisted  by  technical  financial  and  economic  feasibility  analysis  conducted  by  the  Port's 
consultants,  Seifel  Consulting  Inc.  and  Conley  Consulting  Group.  The  expected  financial 
results  are  outlined  below.  A  broader  discussion  of  the  fiscal  benefits  of  the  Project  will 
be  presented  in  the  Fiscal  Feasibility  Report  that  will  be  prepared  for  the  Board  of 
Supervisors  and  presented  to  the  Port  Commission  the  meeting. 

Paying  for  Infrastructure 

In  order  to  realize  the  value  of  the  Site  there  are  significant  design,  entitlement  and 
infrastructure  expenditures  that  must  be  made  for  parcels  to  reach  their  full  value  and 
be  readied  for  development.  The  primary  sources  to  pay  these  expenses  are:  1 ) 
Developer  equity,  2)  upfront  payments  due  at  the  beginning  of  parcel  leases  (up  to  the 
full  rental  value  of  prepaid  rent),  3)  CFD  bond  proceeds  that  can  be  repaid  by  special 
taxes  levied  on  the  taxable  parcels  or  tax  increment  from  the  parcel's  property  tax 
proceeds  available  through  the  Port  IFD,  and  4)  Site  tax  increment  not  needed  to 
service  CFD  bonds.  The  challenge  of  funding  these  expenditures  is  amplified  because 
most  of  these  funding  sources  only  start  to  flow  after  development  of  the  Site  has 
commenced.  The  funding  of  the  predevelopment  and  early  infrastructure  is  primarily 
through  Developer  equity.  Once  the  Site  is  entitled,  Port  land  value  (in  the  form  of  pre- 
paid leases)  is  expected  to  pay  down  Developer  equity  and  accumulated  returns.  As 
development  commences  CFD  bonds,  ultimately  serviced  by  tax  increment,  become  the 
primary  source  of  funding  Site  infrastructure  and  public  amenities.  To  pay  the  costs 
associated  with  entitlement  and  development  the  financial  analysis  estimates  the 
following  sources  of  funding: 


Sources 

Amount 

Developer  Equity 

$100  million 

Upfront  Lease  Payments 

51  million 

CFD  Bond  Proceeds 

140  million 

IFD  Pay-as-you-go 

9  million 

Total 

$300  million 

Uses 

Amount 

Project  Infrastructure 

$154  million 

Return  of  Developer  Equity 

$100  million 

Return  on  Developer  Equity 

46  million 

Total 

$300  million 
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Public  Finance 

The  Term  Sheet  proposes  the  use  of  CFD  bonds  as  a  primary  form  of  funding  Site 
infrastructure  and  other  public  improvements.  The  Term  Sheet  would  create  a  special 
tax  district  on  the  Site  that  would  impose  special  taxes  on  all  taxable  leasehold  and  fee 
interests.  Additionally,  the  Port  would  establish  an  IFD  project  area  on  the  Site  to 
collect  property  tax  increment  from  this  new  development  which  would  also  be  available 
to  pay  directly  for  public  improvements  and  pay  the  debt  service  on  these  CFD  bonds, 
reducing  the  amount  of  special  taxes.  This  mechanism  allows  the  development  to 
generate  bond  proceeds  to  fund  needed  infrastructure  and  public  benefits  without 
encumbering  the  Port  balance  sheet.  CFD  special  taxes  and  bonds  can  be  structured 
to  maximize  the  flexibility  of  issuing  debt  while  reducing  risk  to  the  Port  and  City  for  its 
repayment.  This  use  of  public  financing  is  consistent  with  the  Port's  current  Capital 
Plan  strategy.  On  December  17,  2012,  the  City's  Capital  Planning  Committee  reviewed 
the  Port's  IFD  policy5  and  recommended  the  policy  to  the  Board  of  Supervisors. 

CFD  bonds  are  issued  by  a  special  district  established  by  the  City  and  backed 
exclusively  by  the  special  taxes  from  the  district.  Tax  increment  would  also  be  used 
later  to  pay  debt  service. .  These  bonds  present  a  special  risk  profile  not  directly 
implicating  the  Port  Harbor  Fund  or  the  City  in  the  event  of  a  default  on  the  bonds,  but 
nevertheless  there  are  certain  risks  to  the  City  and  Port  in  association  with  establishing 
the  CFD  and  authorizing  bonding.  The  Site  is  uniquely  situated  to  maximize  the 
benefits  of  this  financing  mechanism  allowing  the  Port  to  leverage  the  significant 
investments  of  the  Developer  and  the  vertical  developers  of  each  individual  parcel  in 
constructing  infrastructure  and  buildings  and  capturing  this  tax  increment  for  public 
purposes  (i.e.,  infrastructure  and  public  amenities  such  as  parks).  Because  nontrust 
uses  will  be  allowed  pursuant  to  SB815,  this  leverage  enhances  the  realizable  value  of 
the  Port's  land  and  allows  the  Port  to  utilize  the  increase  in  Port  rent  as  a  source  to  fund 
the  Port's  10-year  Capital  Plan. 

Additionally  the  IFD  allows  tax  increment,  after  funding  Site  investments,  to  flow  back  to 
the  City's  General  Fund.  The  pro  forma  estimates  that  $356  million  in  tax  increment  will 
support  CFD  bonds,  $9  million  will  directly  reimburse  Site  costs,  and  over  the  75-year 
term  of  the  Project  almost  $1 .3  billion  of  tax  increment  will  flow  to  the  City. 

Port  Revenue 

Based  on  the  financial  analysis  performed  by  Developer  and  reviewed  by  Port  staff  and 
its  consultants,  it  is  expected  that  at  full  buildout  (expected  in  2022)  Port  would  receive 
$4.5  million  in  annual  guaranteed  base  rent  from  SWL  337  parcel  leases  and  $1 .5 
million  in  annual  net  base  rent  from  Pier  48.  The  pro  forma  analysis  current  projection 
for  SWL  337  is  above  the  $3.5  million  minimum  reserve  rent  referenced  in  the  Term 
Sheet. 

Eight  SWL  337  parcel  leases  (all  except  the  2  pre-paid  "lead  parcels"  and  the  parking 
structure  parcel)  would  generate  percentage  rents  that  would  result  in  aggregate  rent  of 
$4.5  million  growing  in  pace  with  inflation.  These  percentage  rents  are  not  guaranteed 
but  would  allow  Port  rent  revenue  to  increase  with  the  underlying  revenues  of  the  built 


■  See  http://onesanfrancisco.org/cpc-meeting-agenda-december-17-2012/ 
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parcels.  Over  the  term  of  these  parcel  leases  Port  rent  is  projected  at  $1 .56  billion  with 
a  net  present  value  of  $133  million. 

For  each  lease,  every  10  years  base  rent  would  reset  to  85%  of  the  average  of  all  rent 
(base  and  percentage  rents)  received  for  that  parcel  over  the  prior  3  years,  resulting  in 
increased  guaranteed  minimum  rent  within  the  existing  Project  economics.  Additionally, 
each  parcel  would  include  provisions  for  the  Port  to  participate  in  net  proceeds  from  the 
sale  or  capital  refinance  of  these  parcels.  Though  these  revenues  are  difficult  to  project 
due  to  the  varying  assumptions  as  to  how  long  the  lease  would  be  held  by  a  specific 
parcel  tenant,  as  a  general  matter  this  lease  provision  would  allow  the  Port  to  participate 
in  situations  where  the  appreciation  of  the  lease  reflects  an  increase  in  the  value  the 
parcel  tenant  receives  from  Port  land.  Pro  forma  analysis  of  individual  parcel 
development  and  sale  indicate  that  the  Port's  participation  in  capital  events  could  yield 
over  $1  million  per  sale  depending  on  various  factors  such  as  building  type,  timing,  and 
market. 

When  Port  total  annual  revenue  exceeds  $4.5  million  from  base  and  percentage  rents 
from  the  parcel  leases,  the  Developer  will  share  a  20%  portion  of  this  rental  revenue 
stream  above  $4.5  million  for  a  term  of  up  to  45  years.  Based  on  the  Project  pro  forma 
analysis  this  revenue  is  equivalent  to  approximately  $30  million  over  the  45  year  period. 
By  creating  this  sharing  mechanism,  the  Developer  is  aligned  with  the  Port's  major 
financial  objective,  creating  an  ongoing  program  of  escalating  rent  streams. 

Currently  the  Site  is  used  for  parking,  generating  $2.4  million  of  base  rent  and 
approximately  $3.5  million  total  rent  annually.  From  2012  through  the  75  year  lease 
terms  the  net  present  value  of  the  current  use  is  approximately  $1 06  million6.  The  Term 
Sheet  is  expected  to  generate  significantly  more  guaranteed  rent  than  the  current  use 
and  create  an  opportunity  for  the  Port  to  collect  percentage  rents,  participate  in  capital 
events  and  generate  significant  amounts  of  tax  increment. 

Development  Risks 

Though  the  Site  is  publicly  owned,  the  public-private  partnership  between  the  Developer 
and  the  Port  is  subject  to  all  the  standard  risks  associated  with  development.  Typical 
categories  of  development  risk  are  analyzed  below. 

Entitlement  Risk 

All  developments  that  seek  entitlements  assume  the  risk  that  the  process  is  longer  and 
more  expensive  than  expected  and  bear  the  risk  of  failing  to  gain  public  support  and 
regulatory  approval  to  build  the  proposed  Project.  This  entitlement  risk  is  compounded 
on  a  site  as  high  profile  as  the  Site,  especially  given  the  high  level  of  public  scrutiny  of 
this  waterfront  location.  The  level  of  entitlement  risk  presented  by  the  Project  is  linked 
to  the  level  of  blended  pre-entitlement  (with  higher  risk)  and  infrastructure  returns 
agreed  to  in  the  Term  Sheet.  The  parties  have  agreed  that  the  20%  developer  returns 
with  a  1 .5x  multiple  represent  a  fair  market  return  commensurate  with  the  perceived 
Project  risks. 


6  Assumes  initial  rent  $3.5  million  per  year,  a  6%  discount  rate  and  3%  per  annum  increases. 
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Additionally  it  should  be  noted  that  the  financial  terms  above  reflect  the  level  of 
investment  balanced  against  the  value  created  by  the  Project's  3.7  million  square  feet  of 
development.  The  Port  can  only  expect  to  receive  this  level  of  revenue  from  the 
Project's  proposed  density.  If  ultimately  a  lower  density  is  approved  for  the  Site,  it  is 
likely  that  infrastructure  costs  will  only  go  down  incrementally  (and  they  could  go  up  if 
the  public  amenities  are  more  extensive  or  costly)  but  the  Port's  residual  revenues  after 
development  would  bear  the  majority  of  the  decrease  in  value  resulting  from  lower 
density.  In  this  situation,  new  financial  terms  would  need  to  be  negotiated  and 
approved  by  the  Port  Commission. 

Financing  Risk 

The  availability  and  cost  of  funding  is  a  major  development  risk  for  any  development. 
The  proposed  sources  of  funding  for  the  Project  represent  diverse  funding  streams  that 
are  largely  within  public  control.  By  utilizing  these  public  sources,  specifically  Site 
value  (in  the  form  of  pre-paid  ground  rent  and  sales  proceeds),  tax  increment  and  CFD 
bonds,  the  Port  and  City  retain  control  of  many  of  the  financing  sources.  The  Term 
Sheet  structure  removes  some  of  the  typical  financing  risk  of  development,  but  CFD 
bonds  are  ultimately  subject  to  risk-based  pricing  from  the  bond  markets  to  set  price 
and  availability. 

Cost  Risk 

The  parties  are  subject  to  uncertainty  regarding  the  costs  of  entitlement  and 
infrastructure.  The  just-in-time  infrastructure  phasing  and  the  use  of  guaranteed 
maximum  price  ("GMP")  construction  contracts  (to  the  maximum  extent  feasible)  will 
partially  offset  this  risk.  As  noted  above  additional  costs  from  the  entitlement  of  the 
Project  are  also  a  risk  to  be  managed  by  the  parties. 

Market  Risk 

The  structure  of  the  Term  Sheet  exposes  the  Port  to  market  cycle  risks.  Today  the  San 
Francisco  market  is  one  the  strongest  in  recent  history,  supporting  historically  high  land 
prices  and  sales  prices  for  finished  buildings.  It  is  not  reasonable  to  assume  that 
current  strong  market  conditions  will  exist  over  the  span  of  the  development 
period.  Though  the  pro  forma  analysis  underwrites  market  conditions  below  today's 
historic  highs,  the  Port  is  at  risk  that  future  development  phases  could  support  lower 
land  rental  income  than  is  currently  indicated  in  the  Project's  pro  forma  analysis. 

As  with  entitlement  risk,  the  Port's  land  value  is  most  at  risk  from  fluctuations  in  land 
market  values.  The  Term  Sheet  balances  the  market  risk  of  the  parties  by  capping  the 
Developer's  return  on  equity  while  providing  a  guaranteed  20%  return.  In  exchange,  the 
Port  receives  the  vast  majority  of  all  residual  value  above  this  return  level.  Typically  a 
developer  would  receive  most  of  the  potential  upside  created  from  development, 
negotiating  a  land  price  in  advance  of  entitlement.  For  this  Project,  the  Port  participates 
in  market  risk,  valuing  the  parcels  after  entitlement  as  served  by  infrastructure,  but  also 
receives  most  of  the  upside  value  of  the  entitled  land. 

Counterparty  Risk 

In  public-private  partnerships  where  there  is  a  long-term  partnership  between  parties, 
development  risks  can  be  addressed  in  part  by  reliance  on  the  expertise  and  reliability 
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of  one's  partner  (and  conversely  can  be  exacerbated  when  those  qualities  are  absent). 
The  Developer,  through  the  RFQ/P  process,  collaborative  land-use  discussions  and 
Term  Sheet  negotiations,  has  consistently  shown  the  highest  commitment  to  the  public- 
private  partnership  and  exhibited  great  expertise  in  structuring  this  complex  master 
development  leasing  deal. 

Operating  Risk 

The  Port's  percentage  rent  income  is  dependent  on  the  operating  skills  of  the  future 
vertical  developers.  The  Port's  rents  are  subject  to  the  vertical  developer's  future 
capability  to  maintain  high  occupancy  levels  and  rental  income  streams,  to  maintain  and 
re-invest  in  the  property  to  continue  to  capture  high  rents  over  time,  and  to  seek  new 
investment  to  maintain  the  buildings'  competitive  position  in  the  market  place. 

NEXT  STEPS 

If  the  Port  Commission  endorses  the  Term  Sheet,  it  will  be  submitted  to  the  Board  of 
Supervisors  ("Board")  for  endorsement  and  finding  that  the  Project  is  fiscally  feasible 
and  that  it  is  prudent  to  commence  environmental  review  as  required  under 
Administrative  Code  Chapter  29.  The  Board  action  will  include  public  hearings  and 
opportunities  for  public  comment.  The  Board  review  of  the  Term  Sheet  is  consistent 
with  the  recommendations  of  the  2004  Management  Audit  of  the  Port  by  the  Board  of 
Supervisor's  Budget  Analyst  as  a  means  of  providing  the  Board  with  an  "early  read"  on 
Port  development  projects. 

If  the  Port  Commission  and  the  Board  endorse  the  Term  Sheet,  Port  staff  will  move 
forward  with  Project  entitlement  and  initiate  the  negotiation  of  Project  transaction 
documents  and  an  Environmental  Impact  Report  pursuant  to  the  California 
Environmental  Quality  Act. 

RECOMMENDATION 

Port  staff  recommends  that  the  Port  Commission  approve  the  attached  resolution 
endorsing  the  Term  Sheet  and  approving  the  Second  Amendment  to  the  ENA  as 
described  in  this  staff  report  and  further  detailed  in  Exhibit  C  attached  hereto. 


Prepared  by:  Phil  Williamson,  Port  Project  Manager 
James  Hurley,  Port  Feasibility  Analyst 
Jonathan  Stern,  Port  Assistant  Deputy  Director, 
Waterfront  Development 
Brad  Benson,  Port  Special  Projects  Manager 
Michael  Martin,  Office  of  Economic  and  Workforce 
Development,  Development  Project  Manager 

For:  Byron  Rhett,  Port  Deputy  Director 

Planning  &  Development 
Jennifer  Entine  Matz,  Office  of  Economic  and 
Workforce  Development,  Director  of  Waterfront 
Development 
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Exhibits 

Exhibit  A  -  Site  Map 

Exhibit  B  -  Term  Sheet 

Exhibit  C  -  ENA  Amendment  Summary 

Exhibit  D  -  Projected  Port  Revenues  from  Project 

Exhibit  E  -  Fiscal  Feasibility  Report 

Exhibit  F  -  Developer  Experience  and  Financial  Capacity 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 

RESOLUTION  NO.  13-10 

Charter  Section  B3.581  empowers  the  Port  Commission  with  the 
authority  and  duty  to  use,  conduct,  operate,  maintain,  manage, 
regulate  and  control  the  lands  within  Port  jurisdiction;  and 

The  Port  owns  approximately  16  acres  at  Seawall  Lot  337  ("SWL  337") 
and  Pier  48,  bounded  generally  by  China  Basin,  the  San  Francisco 
Bay,  Mission  Rock  Street  and  Third  Street,  including  China  Basin  Park 
and  a  portion  of  the  existing  Terry  Francois,  Jr.  Blvd.  (the  "Site");  and 

The  Port  Commission  previously  awarded  to  Seawall  Lot  337 
Associates,  LLC  ("Developer")  the  opportunity  to  negotiate  for  the 
development  of  SWL  337  and  Pier  48  as  a  mixed-use  development 
project  (the  "Project"),  authorized  Port  staff  to  negotiate  an  Exclusive 
Negotiation  Agreement  (the  "ENA")  for  development  of  the  Site,  and 
authorized  the  Executive  Director  or  her  designee  to  execute  the  ENA 
and  amendments  all  as  set  forth  in  Resolution  Nos.  08-25,  08-26,  09- 
26,  10-32,  and  12-77,  which  are  incorporated  by  this  reference;  and 

Developer  and  Port  staff  have  negotiated  the  Term  Sheet  attached  as 
Exhibit  B  to  the  staff  report  accompanying  this  resolution  (the  "Term 
Sheet"),  which  sets  forth  the  essential  terms  upon  which  the  Port  and 
Developer  will  negotiate  in  good  faith  to  reach  agreement  on  the  final 
development  agreement,  lease,  and  related  documents  ("Transaction 
Documents")  and  is  incorporated  by  this  reference;  and 

The  parties  acknowledge  that  the  Term  Sheet  is  not  itself  a  binding 
agreement  that  commits  the  Port  or  Developer  to  proceed  with  the 
approval  or  implementation  of  the  Project  and  that  the  Project  will  first 
undergo  environmental  review  under  the  California  Environmental 
Quality  Act  ("CEQA")  and  will  be  subject  to  public  review  in  accordance 
with  the  processes  of  the  Port  Commission,  other  City  departments 
and  offices,  and  other  government  agencies  with  approval  over  the 
proposed  Project  before  any  entitlements  and  other  regulatory 
approvals  required  for  the  Project  will  be  considered;  and 

Developer  and  Port  staff  have  agreed  on  the  Term  Sheet;  however,  as 
the  Phase  1  ENA  performance  benchmarks  require  Developer  to 
obtain  Term  Sheet  endorsements  by  the  Port  Commission  and  the 
Board  of  Supervisors  by  the  end  of  Phase  1 ,  which  ends  on  March  1 5, 
2013,  Developer  has  requested  an  ENA  amendment  extending 
Phase  1  further  to  August  15,  2013  to  accommodate  the  Board  of 
Supervisors'  procedural  processes;  and 
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WHEREAS, 


WHEREAS, 


RESOLVED, 


RESOLVED, 


RESOLVED, 


Giants  Development  Services,  LLC  ("GDS"),  the  sole  remaining 
member  of  Developer,  is  a  wholly-owned  subsidiary  of  San  Francisco 
Baseball  Associates,  LLC  ("SFBA"),  the  Major  League  Baseball 
franchise  holder  of  the  San  Francisco  Giants.  Under  Developer's 
operating  agreement,  GDS  is  responsible  for  its  proportionate  share 
(now  100%)  of  Developer's  operating  expenses.  SFBA  has  entered 
into  an  agreement  with  GDS  affirming  SFBA's  obligation  to  fund  GDS's 
activities  for  the  Project  from  December  2012  through  Phase  1  and 
Phase  2  of  the  ENA  (for  the  years  201 2  through  2014)  to  the  extent  of 
its  approved  budget  of  $14,694,589,  and  Port  financial  staff  have 
reviewed  and  confirmed  SFBA's  financial  capacity  in  amounts 
sufficient  to  satisfy  its  obligation  to  fund,  through  GDS,  Developer's 
remaining  obligations  under  Phase  1  and  2  of  the  ENA;  and 

Port  staff  has  reviewed  the  development  experience  of  the  real  estate 
professionals  responsible  for  Developer's  day-to-day  operations  and 
believe  that  Developer's  staff  is  capable  of  successfully  shepherding 
the  Project  through  Phase  1  and  2  of  the  ENA;  now,  therefore  be  it 

That  the  Port  Commission  hereby  endorses  the  Term  Sheet  and 
authorizes  and  directs  the  Executive  Director  of  the  Port,  or  her 
designee,  to  execute  the  Term  Sheet  following  its  presentation  to  and 
endorsement  by  the  Board  of  Supervisors  and  a  finding  by  the  Board 
of  Supervisors  that  the  Project  is  fiscally  feasible  and  responsible 
under  San  Francisco  Administrative  Code  Chapter  29  (the  "Fiscal 
Feasibility  Finding"),  and  if  the  Board  of  Supervisors  fails  to  make  a 
Fiscal  Feasibility  Finding  for  the  Project  or  endorse  the  Term  Sheet,  to 
either  terminate  the  ENA  or  negotiate  revisions  to  the  Term  Sheet 
consistent  with  the  Board  of  Supervisors  resolution;  and  be  it  further 

That  if  the  Board  of  Supervisors  endorses  the  Term  Sheet  and  makes 
a  Fiscal  Feasibility  Finding  for  the  Project,  the  Port  Commission  directs 
the  Executive  Director  of  the  Port,  or  her  designee,  to  work  with  the 
Planning  Department  and  Developer  to  undertake  review  of  the  Project 
under  CEQA  and  negotiate  the  terms  and  conditions  of  the  final 
Transaction  Documents,  with  the  understanding  that  the  final  terms 
and  conditions  of  the  Transaction  Documents  negotiated  between  Port 
staff  and  Developer  during  the  exclusive  negotiation  period  will  be 
subject  to  the  approval  of  the  Port  Commission  and  as  applicable,  the 
Board  of  Supervisors  and  the  Mayor;  and  be  it  further 

That  the  Port  Commission  authorizes  amending  the  ENA  as  described 
in  Exhibit  C  to  the  staff  report  accompanying  this  resolution  and 
incorporated  by  this  reference,  including  the  following:  (1)  to  extend  the 
Phase  1  term  and  the  corresponding  Performance  Benchmark  dates  to 
August  15,  2013  to  provide  additional  time  for  Developer  to  obtain 
endorsement  of  the  Term  Sheet  by  the  Board  of  Supervisors;  (2)  to 
require  that  the  parties  agree  on  a  Phase  2  ENA  budget  and  for 
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Developer  to  provide  quarterly  and  annual  budget  reports  to  the  Port  in 
form  and  substance  reasonably  satisfactory  to  Port  staff;  (3)  if 
predevelopment  costs  are  projected  to  exceed  the  approved  budget,  to 
provide  for  Developer  to  produce  evidence  satisfactory  to  the  Port,  in 
its  reasonable  discretion,  of  Developer's  financial  capacity  and,  should 
Developer's  staffing  materially  change,  its  professional  capacity;  (4)  to 
provide  for  Port  Commission  review  and  approval,  in  its  sole  discretion, 
of  the  qualifications  of  any  person  or  entity  that  Developer  proposes  to 
admit  as  a  new  member,  if  the  new  member  will  be  obligated  for  any 
material  portion  of  Developer  funds,  skill,  or  expertise  for  the  Project 
during  the  term  of  the  ENA;  (5)  to  expand  the  Site  to  include  P20, 
subject  to  approval  to  the  extent  required  by  the  Successor  Agency  to 
the  San  Francisco  Redevelopment  Agency,  the  State  Lands 
Commission,  and  the  California  State  Legislature,  and  the 
approximately  0.58-acre  marginal  wharf  between  Pier  48  and  Pier  50; 
and  (6)  to  extend  the  time  under  Section  4.3  under  and  on  certain 
conditions;  and  the  Port  Commission  further  authorizes  the  Executive 
Director  to  enter  into  any  subsequent  modifications  (including  the 
exhibits  or  related  documents)  to  the  ENA  that  the  Executive  Director, 
in  consultation  with  the  City  Attorney  determines  are  in  the  best 
interests  of  the  Port  and  otherwise  do  not  materially  increase  the 
obligations  or  liabilities  of  the  Port  or  materially  decrease  the  public 
benefits  accruing  to  the  Port  or  the  City,  and  are  necessary  or 
advisable  to  implement  the  intent  of  this  resolution,  such  determination 
to  be  conclusively  evidenced  by  the  execution  and  delivery  by  the 
Executive  Director  of  the  revised  ENA;  and  be  it  further 

RESOLVED,     That  the  Port  Commission  reserves  the  right,  if  exclusive  negotiations 
with  Developer  are  unsuccessful  and  do  not  lead  to  approval  of 
Transaction  Documents,  to  undertake  other  efforts  such  as  issuing  a 
new  request  for  proposals,  at  the  Port  Commission's  sole  discretion; 
and  be  it  further 

RESOLVED,     That  the  Port  Commission's  endorsement  of  the  Term  Sheet,  approval 
of  the  ENA  amendment,  and  direction  to  Port  staff  does  not  commit  the 
Port  Commission  or  the  City  to  approval  of  final  Transaction 
Documents  or  implementation  of  the  Project  or  grant  any  entitlements 
to  Developer,  nor  does  endorsement  of  the  Term  Sheet  foreclose  the 
possibility  of  considering  alternatives  to  the  proposal,  mitigation 
measures  or  deciding  not  to  grant  entitlement  or  approve  or  implement 
the  Project,  after  conducting  and  completing  appropriate  environmental 
review  under  CEQA,  and  while  the  Term  Sheet  identifies  certain 
essential  terms  of  a  proposed  transaction  with  the  Port,  it  does  not  set 
forth  all  of  the  material  terms  and  conditions  of  any  final  Transaction 
Documents;  and  be  it  further 
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RESOLVED,     That  the  Port  Commission  will  not  take  any  discretionary  actions 

committing  the  Port  to  implement  the  Project,  and  the  provisions  of  the 
Term  Sheet  are  not  intended  and  will  not  become  contractually  binding 
on  the  Port  unless  and  until  the  Port  Commission  and  the  Planning 
Commission  have  reviewed  and  considered  environmental 
documentation  prepared  in  compliance  with  CEQA  for  the  Project  and 
the  Project  has  been  approved. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  March  12, 2013. 


Secretary 
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TERM  SHEET  FOR  PROPOSED  MISSION  ROCK  PROJECT 
AT  SEAWALL  LOT  337  AND  PIER  48 


This  Term  Sheet  (including  all  attachments),  dated  for  reference  purposes  only  as  of 

 ,  2013,  is  the  "Term  Sheet"  referred  to  in  the  Performance  Benchmarks  in 

the  Exclusive  Negotiation  Agreement  dated  as  of  May  25,  2010,  between  the  City  and 
County  of  San  Francisco  (the  "City"),  acting  by  and  through  its  Port  Commission  (the 
"Port"),  and  SWL  337  Associates,  LLC  ("Master  Developer"),  as  amended  by  the  First 
Amendment  to  Exclusive  Negotiation  Agreement  dated  as  of  October  9,  2012  (as 
amended,  the  "ENA"),  and  sets  forth  the  basic  terms  on  which  the  Port  and  Master 
Developer  will  negotiate  further  agreements  for  the  development  of  Seawall  Lot  337 
("SWL  337"),  Pier  48,  and  a  portion  of  Terry  Francois  Boulevard  and  other  properties 
(together,  the  "Site")  as  further  described  in  Section  2  (Site  Description)  as  a  mixed-use 
project  called  Mission  Rock  (the  "Project").  The  terms  in  this  Term  Sheet  are  intended 
to  provide  for  development  that  will  be  consistent  with  the  Port's  obligations  under  the 
Burton  Act  (stats.  1968,  ch.  1333),  as  amended  including  amendments  effected  by 
Senate  Bill  815  (stats.  2007,  ch.  660)  ("SB  815"),  and  the  public  trust  for  commerce, 
navigation,  and  fisheries  (collectively,  the  "public  trust"). 

This  Term  Sheet:  (1)  expands  upon  the  Financial  and  Negotiating  Principles 
incorporated  into  the  ENA;  (2)  summarizes  negotiations  regarding  the  Project,  including 
financial  projections  in  Exhibit  E  (Summary  Pro  Forma);  (3)  has  been  informed  by  the 
ongoing  public  review  process  for  the  Project;  (4)  is  subject  to  endorsement  by  the  Port 
Commission  and  the  Board  of  Supervisors  (the  "Board"),  each  in  its  respective  sole 
discretion;  and  (5)  is  intended  to  satisfy  the  requirements  of  Sections  4.1  and  4.3  of  the 
ENA.  After  Port  Commission  and  Board  endorsement,  the  parties  will  further  negotiate 
and  amplify  the  terms  in  the  Term  Sheet  and  incorporate  them  into  a  Disposition  and 
Development  Agreement  (the  "DDA")  and  related  transaction  documents  between  the 
Port  and  Master  Developer  (collectively,  the  "Transaction  Documents").  The  Project  is 
subject  to  completion  of  environmental  review  under  the  California  Environmental 
Quality  Act  ("CEQA")  and  certification  of  the  final  environmental  impact  report  for  the 
Project,  adoption  of  a  mitigation  monitoring  and  reporting  plan  if  necessary  and  approval 
of  the  Project  and  the  Transaction  Documents,  (collectively,  the  "Project  Approval"). 
Along  with  any  attached  or  underlying  documents,  this  Term  Sheet  outlines  certain 
basic  terms  contemplated  for  the  Transaction  Documents  but  is  not  intended  to  be,  and 
will  not  become,  contractually  binding  on  any  party  except  to  the  extent  the  City, 
including  its  Port,  and  Master  Developer  execute  and  deliver  the  DDA  and  other 
Transaction  Documents  incorporating  the  Term  Sheet  provisions  and  any  other 
conditions  to  Project  Approval. 

OVERVIEW 

The  Site  and  the  Port's  Objectives  for  Development 

The  major  parcel  in  the  Site  is  SWL  337,  an  approximately  16-acre  site  located  south  of 
Mission  Creek/China  Basin  Channel  in  the  Mission  Bay  community.  SWL  337  is 
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currently  improved  with  China  Basin  Park  at  the  north  end  and  an  asphalt  parking  lot 
that  is  leased  to  China  Basin  Ballpark  Company,  LLC,  an  affiliate  of  Master  Developer, 
for  ballgame  and  non-ballgame  parking  and  special  events. 

Like  the  majority  of  Port  properties,  SWL  337  was  historically  composed  of  tide  and 
submerged  lands  owned  by  the  State  of  California  (the  "State")  and  subject  to  the 
common  law  public  trust  doctrine.  Public  trust  lands  are  held  on  behalf  of  the  people  of 
the  State  for  purposes  of  commerce,  navigation,  and  fisheries.  Tidal  and  submerged 
lands  remain  subject  to  the  public  trust  even  after  they  have  been  filled,  unless  the 
public  trust  is  terminated  by  the  California  Legislature.  The  State  transferred  SWL  337 
and  other  State  sovereign  lands  to  the  City  in  1969  under  the  Burton  Act,  which 
imposed  a  statutory  trust  and  other  requirements  on  the  granted  lands.  The  public  trust 
generally  prohibits  certain  land  uses  (such  as  general  office,  housing,  many  types  of 
retail,  commercial,  and  non-water-oriented  recreational  uses)  in  favor  of  maritime,  open 
space,  environmental  restoration,  and  visitor-oriented  activities  (including  tourist  retail 
and  hotels).  Based  on  findings  that  certain  designated  Port  seawall  lots,  including 
SWL  337,  have  been  cut  off  from  the  water  and  are  no  longer  needed,  in  whole  or  in 
part,  for  public  trust  purposes,  SB  815  authorizes  the  public  trust  use  restrictions  to  be 
lifted  from  those  designated  seawall  lots  until  2094. 

Given  its  size  and  location,  SWL  337  is  one  of  the  Port's  most  desirable  development 
sites.  Consistent  with  the  Port's  land  use  policy  document,  the  Waterfront  Land  Use 
Plan,  the  Port  engaged  in  a  multi-year  public  planning  process  culminating  in  the 
following  vision  statement  for  development  of  the  parcel: 

Create  a  vibrant  and  unique  mixed-use  urban  neighborhood  focused  on  a  major 
new  public  open  space  at  the  water's  edge.  This  new  neighborhood  should 
demonstrate  the  highest  quality  of  design  and  architecture,  and  the  best  in 
sustainable  development  with  a  mix  of  public  and  economic  uses  that  creates  a 
public  destination  which  enlivens  the  Central  Waterfront,  celebrates  the  San 
Francisco  Bay  shoreline,  and  energizes  development  at  Mission  Bay. 
Consistent  with  enabling  state  legislation,  the  development  program  for  the  site 
should  generate  significant  revenues  to  fund  the  Port's  historic  preservation  and 
waterfront  open  space  needs,  and  maximize  public  trust  uses. 

The  Site  also  includes  Pier  48,  a  pile-supported  212,500  square-foot  facility  containing 
about  181,200  square  feet  of  enclosed  warehouse  space  and  a  31,300  square-foot 
valley.  Pier  48  is  bounded  by  China  Basin  on  the  north,  Pier  50  on  the  south,  and  Terry 
Francois  Boulevard  to  the  west.  Pier  48  was  originally  constructed  in  1928  and  is  the 
southernmost  pier  structure  in  the  Port  of  San  Francisco  Embarcadero  Waterfront 
Historic  District,  which  is  listed  in  the  National  Register  of  Historic  Places. 

Through  the  planning  process,  the  Port  identified  the  following  objective  for  Pier  48,  if 
included  in  any  development  proposal  for  SWL  337: 

Propose  a  use  program  for  Pier  48  that  is  publicly-oriented  and  water-related  to 
the  extent  possible,  and  which  complements  and  enhances  the  public  use  and 
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enjoyment  of  the  major  new  open  space  at  China  Basin.  The  Pier  48  use 
program  must  be  consistent  with  the  public  trust,  and  any  improvements  must 
comply  with  the  Secretary  of  the  Interior  Standards  for  Rehabilitation. 

Using  the  Port's  vision  statement  for  SWL  337,  together  with  development  objectives 
and  criteria  for  the  Site  developed  in  the  public  planning  process,  the  Port  initiated  in 
2007  a  two-step  public  solicitation  process  by  a  Request  for  Developer 
Qualifications/Proposals,  followed  in  2008  by  a  Request  for  Proposals,  for  development 
of  SWL  337,  with  an  option  to  include  Pier  48.  After  reviewing  a  community-based 
evaluation  panel's  recommendations,  including  "Financial  and  Negotiation  Principles," 
and  staff  evaluation  of  the  economic  proposal,  the  Port  Commission  in  May  2010 
selected  Master  Developer  for  exclusive  negotiations  for  development  of  the  Site, 
subject  to  a  requirement  to  negotiate  a  term  sheet  consistent  with  the  offering 
documents  and  the  Financial  and  Negotiation  Principles.  This  Term  Sheet  is  a  result  of 
the  exclusive  negotiations  process. 

General  Project  Description 

Mission  Rock  will  be  a  new  mixed-use  neighborhood  created  on  a  site  now  used 
principally  to  provide  parking  for  AT&T  Park.  The  Project  will  complement  and  link 
Mission  Bay  to  the  urban  fabric  of  the  City.  At  build-out,  the  Project,  including  Pier  48, 
would  include  approximately  3,600,000  gross  square  feet  of  above-grade  development 
and  create  approximately  8  acres  of  new  and  expanded  parks  and  shoreline  access. 

SWL  337  would  be  divided  into  1 1  buildable  parcels,  10  of  which  (each,  a  "Development 
Parcel")  would  be  developed  in  phases  of  one  to  three  Development  Parcels  (each,  a 
"Phase")  as  a  mix  of  commercial/office,  retail,  and  market  rate  and  affordable  residential 
uses.  The  precise  combination  of  uses  would  be  determined  in  response  to  market 
demands  as  the  Project  moves  forward.  The  1 1th  parcel  would  hold  structured  parking 
(the  "Parking  Structure")  to  serve  the  new  development  and  other  nearby  uses, 
including  games  and  other  events  at  AT&T  Park. 

Pier  48  would  be  rehabilitated  in  compliance  with  the  Secretary  of  the  Interior's 
Standards  for  the  Treatment  of  Historic  Properties.  Master  Developer  proposes  a  mix  of 
uses  such  as  light  industrial/manufacturing,  barging,  general  office  and  storage 
supporting  onsite  uses,  retail,  restaurant,  tours,  events  and  event  parking,  maritime 
operations  including  continued  operations  on  the  south  apron,  and  public  access. 

Open  Spaces,  Parks,  and  Recreation 

The  Project  would  create  major  new  parks  and  open  spaces  connecting  Mission  Rock 
with  surrounding  neighborhoods  and  the  waterfront,  including: 

China  Basin  Park,  originally  built  as  part  of  the  AT&T  Park  project, 
will  be  expanded  into  a  5-acre  regional  waterfront  park  located  on  China  Basin 
across  from  AT&T  Park,  with  a  great  lawn  open  space  and  special  event  area,  a 
waterfront  cafe  with  outdoor  seating,  a  junior  baseball  field,  gardens  and  picnic 
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areas,  and  a  promenade  connection  to  the  new  Channel  Plaza  between  Piers  48 
and  50. 

Mission  Rock  Square  will  be  a  new  1 .3-acre  park  located  at  the 
heart  of  Mission  Rock.  Mission  Rock  Square  will  include  a  large  multi-use  lawn, 
plaza,  and  cafe  pavilion.  It  will  be  framed  by  a  mix  of  residential  and  commercial 
uses,  including  vibrant  ground-floor  retail,  and  will  include  a  pedestrian 
connection  to  Channel  Plaza. 

Channel  Plaza  will  convert  the  area  between  Piers  48  and  50  into  a 
hardscaped  V^-acre  plaza  set  upon  an  active  maritime  wharf  with  views  of 
working  vessels  and  other  maritime  uses,  subject  to  Port  Commission  approval 
to  add  the  area  to  the  Site. 

The  development  of  these  parks  and  open  spaces  will  be  distributed  among  the  Project 
Phases  to  assure  that  they  are  completed  concurrently  with  the  adjacent  Development 
Parcels.  As  shown  in  Exhibit  C  (Illustrative  Phasing  Plan),  development  of  China  Basin 
Park  is  expected  in  Phase  2  and  Mission  Rock  Square  in  Phase  3. 

Parks  and  open  spaces  will  be  owned  by  and  remain  under  the  jurisdiction  and  control 
of  the  Port,  and  will  be  programmed  by  Master  Developer  subject  to  Port  approval  and 
conditions  of  the  San  Francisco  Bay  Conservation  and  Development  Commission 
("BCDC")  major  permit  applicable  to  the  Site.  Operations  and  maintenance  of  the  parks 
and  open  spaces  will  be  funded  by  special  taxes  imposed  on  privately-owned  and 
occupied  land  and  buildings  on  the  Site  under  the  Mello-Roos  Community  Facilities  Act 
of  1982. 

Flexible  Zoning  Scheme 

A  key  element  of  the  design  proposal  is  the  flexibility  to  respond  to  future  market 
demands.  Certain  parcels  will  be  residential  (above  ground  floor),  some  parcels  will  be 
commercial,  and  others  will  be  zoned  flexibly  to  allow  either  product  type.  See 
Exhibit  B  (Project  Description). 

Heights  of  buildings,  reflecting  the  mixed-use  nature  of  their  uses,  will  be  diverse.  Up  to 
two  tall  slender  signature  residential  towers  are  anticipated,  which  could  be  from  320  up 
to  380  feet  in  height.  Other  buildings  would  range  from  about  90  up  to  280  feet  in 
height. 

Design  guidelines  for  Mission  Rock  will  emphasize  physical  and  visual  access  to  the 
Bay  and  surrounding  landmarks,  reinforced  by  a  pattern  of  development  that  lays 
multiple  paths  through  the  Project  to  the  water.  Project  buildings  will  demonstrate  a 
respect  for  their  waterfront  setting  through  a  stepped  profile  in  relation  to  each  other  and 
in  relation  to  the  waterfront.  Lower  floors  of  buildings  will  serve  to  enliven  and  frame  the 
public  realm,  while  upper  floors  will  retain  a  form  and  profile  that  complements  Mission 
Rock  and  the  cityscape  as  a  whole. 
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While  zoning  will  allow  a  certain  amount  of  flexibility,  Master  Developer  will  retain 
control  over  ground  floor  design  and  tenant  mix,  and  will  manage  park  operations  and 
maintenance  subject  to  the  Port's  control.  Comprehensive  planning  and  programming 
of  ground  floor  spaces  will  address  both  the  design  and  the  nature  of  Mission  Rock's 
retail,  defining  the  public  realm  and  neighborhood  identity.  The  Project  will  feature  a 
dynamic  range  of  restaurants,  cafes,  boutique  stores,  grocery  stores,  and  other  shops 
made  possible  by  careful  programming  of  the  entire  Site.  In  consultation  with  the  Port 
and  community,  Master  Developer  will  create  a  retail  blueprint  for  locations  and  tenant 
types.  This  comprehensive  programming  will  address  not  only  types  of  stores,  but  also 
the  appropriate  mix  of  local,  regional,  and  national  retailers.  Minimum  threshold 
requirements  for  local  and  regional  operators  will  reduce  the  threat  of  homogeneity  that 
otherwise  might  adversely  affect  the  Project's  retail  success.  This  building-to-building 
variety  will  strengthen  the  pedestrian  environment  and  establish  an  authentic 
neighborhood  for  San  Franciscans  to  enjoy. 

Parking  Structure 

The  Parking  Structure  will  be  developed  on  Parcel  D  of  SWL  337  as  part  of  an  early 
Phase  of  the  Project  and  will  provide  approximately  2,300  spaces  for  use  by  the  entire 
development  and  for  ballpark,  event,  and  other  public  and  transit-based  parking. 

Affordable  Housing 

New  rental  housing  built  for  the  Project  will  meet  City  inclusionary  housing  requirements 
under  Planning  Code  sections  415.1-415.1 1  for  onsite  inclusionary  housing,  which 
requires  that  15%  of  the  units  be  available  at  rents  affordable  to  households  at  55%  of 
area  median  income  as  determined  by  the  U.S.  Department  of  Housing  and  Urban 
Development  for  the  San  Francisco  area.  Master  Developer  will  be  required  to  deliver 
affordable  housing  in  a  balanced  manner  throughout  the  phasing  of  the  Project. 
Although  Master  Developer  may  deliver  a  higher  percentage  in  early  Phases  and  count 
these  units  towards  overall  requirements,  it  will  not  be  allowed  to  defer  delivery  of 
affordable  units  to  later  Phases  of  the  Project,  except  at  the  City's  direction,  in  its  sole 
discretion. 

Transportation  Demand  Management  Plan 

Master  Developer  will  implement  a  Transportation  Demand  Management  Plan  ("TDMP") 
that  provides  a  comprehensive  strategy  to  manage  the  transportation  demands  created 
by  the  Mission  Rock  Project.  The  mixed-use  nature  of  the  Project's  land  use  program, 
its  rich  transit  options,  and  proximity  to  San  Francisco's  resources  and  services 
mandate  that  single-occupancy  vehicle  trips  be  reduced.  The  transportation  strategy  at 
Mission  Rock  is  based  on  reducing  vehicle  miles  traveled  by  fostering  multiple  modes  of 
sustainable  transportation,  emphasizing  pedestrian,  bicycle,  and  public  transit  options. 

The  TDMP  will  incorporate  smart  and  sustainable  transportation  planning  principles  to 
address  the  transportation  needs  of  the  Project,  consistent  with  the  City's  Transit  First, 
Better  Streets,  Climate  Action,  and  Transportation  Sustainability  Plans  and  Policies. 
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Sustainability 

Master  Developer  will  implement  a  Sustainability  Plan  that  will  provide  a  comprehensive 
strategy  to  achieve  the  Project  goal  of  becoming  a  model  of  sustainability  by  exhibiting 
the  concepts  and  practices  of  sustainable  community  development  throughout  the 
development  process.  Master  Developer  will  collaborate  with  the  City  through  the 
Department  of  the  Environment,  the  Planning  Department,  and  the  Port  Planning 
Division  to  develop  the  Sustainability  Plan  that  will  be  included  in  the  DDA. 

Master  Developer,  the  Port,  and  the  City  will  seek  to  have  the  Project  designated  as  a 
"Type  I  Eco-District"  to  help  meet  environmental  goals.  A  Type  1  Eco-District  is 
characterized  by  a  large  amount  of  undeveloped  land  typically  owned  by  a  single 
property  owner,  enabling  horizontal  infrastructure  development  to  be  implemented  in 
advance  of  vertical  development  and  maximizing  efficiency  through  district-scale 
systems.  The  Planning  Department  has  identified  Mission  Rock  as  one  of  three 
potential  Type  1  Eco-Districts  in  San  Francisco. 

Master  Developer,  the  Port,  and  the  City  will  develop  an  integrated  Eco-District  Plan 
that  identifies  measurable  goals,  standards,  and  performance  metrics.  This  Eco-District 
Plan  will  be  included  in  the  DDA.  Multiple  sustainable  site  approaches  will  be 
considered  from  the  outset  of  horizontal  development  to  enable  vertical  development 
design  proposals  to  exceed  Port  Building  Code  requirements  and  achieve  Project  goals 
for  integrated  sustainable  design  and  a  low  carbon  community. 

Workforce  Development 

Build-out  of  the  Project  will  create  thousands  of  construction  and  permanent  jobs,  and 
the  planning,  design,  and  construction  work  will  provide  substantial  contracting 
opportunities  for  local  contractors  and  professional  service  firms  as  well  as  countless 
businesses,  employers,  and  organizations.  Master  Developer  will  implement  a  Jobs 
and  Equal  Opportunity  Program  designed  to  assure  that  a  portion  of  the  jobs  and 
contracting  opportunities  generated  by  the  Project  be  directed,  to  the  extent  possible 
based  on  the  type  of  work  required  and  consistent  with  collective  bargaining 
agreements,  to  local,  small,  and  economically  disadvantaged  companies  and 
individuals. 

Statutory,  Regulatory,  and  Plan  Amendments 

Site  Zoning 

Master  Developer  will  work  with  the  Planning  Department  and  Port  staff  to  draft  a 
proposed  Special  Use  District  ("SUD")  that  would  establish  development  parameters  for 
the  Project.  If  approved,  as  appropriate,  by  the  Port  Commission,  the  Planning 
Commission,  and  the  Board  of  Supervisors,  the  SUD  would  be  incorporated  into  the 
City's  Planning  Code.  SWL  337  is  currently  zoned  MB-OS,  and  Pier  48  is  zoned  M-2. 
The  Waterfront  Land  Use  Plan  will  be  amended  to  incorporate  the  SUD  limitations  and 
set  forth  other  development  requirements,  such  as  the  design  review  body  and  process. 
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BCDC 

The  Project  will  require  approvals  by  state  and  regional  bodies.  BCDC,  in  collaboration 
with  the  San  Francisco  Bay  Area  Metropolitan  Transportation  Commission,  adopted  the 
Bay  Area  Seaport  Plan,  which  currently  designates  Pier  48  as  a  future  site  for  neobulk 
cargo  shipping  and  the  eastern  6  acres  of  SWL  337  adjacent  to  Pier  48  as  a  "port 
priority"  use  area  to  provide  backland  area  for  potential  cargo  operations.  Amendments 
to  BCDC's  San  Francisco  Waterfront  Special  Area  Plan  (an  element  of  the  Bay  Plan) 
are  also  anticipated.  In  addition,  all  development  within  100  feet  of  the  shoreline  will  be 
subject  to  BCDC  approval. 

State  Lands  Commission 

Under  SB  815,  the  State  has  determined  that  SWL  337  is  no  longer  useful  for  the 
promotion  of  the  public  trust  and  the  Burton  Act,  except  for  the  production  of  revenue  to 
support  Port  trust  uses,  including  preservation  of  historic  piers  and  structures,  and  the 
construction  and  maintenance  of  waterfront  plazas  and  open  space.  The  Port  is 
required  to  obtain  the  State  Lands  Commission's  ("State  Lands")  prior  approval  of  the 
conclusions  of  a  Port  study  on  the  retention  of  certain  public  trust  uses  on  SWL  337  and 
adjacent  piers  (including  public  parks  and  walkways,  restaurants,  hotels,  maritime 
training,  sales,  and  rentals,  and  waterfront  visitor-serving  retail  services).  The  public 
trust  study  must  also  address  the  transportation  needs  of  the  ballpark,  and  trust  uses  on 
other  Port  property  in  the  vicinity. 

State  Lands  must  also  find  that  all  nontrust  leases  are  for  fair  market  value,  consistent 
with  the  public  trust  (other  than  land  use  restrictions),  and  otherwise  are  in  the  best 
interests  of  the  State.  In  addition,  Port  staff  will  work  with  State  Lands  to  obtain  state 
legislation  for  certain  Project-implementing  amendments  to  SB  815,  including  the 
addition  to  SWL  337  of  an  approximately  20-foot  wide  strip  along  the  Mission  Rock 
Street  edge  of  the  parcel.  To  the  extent  necessary  and  after  further  consultation  with 
State  Lands  staff  and  Master  Developer,  the  Port  may  also  seek  other  Project- 
implementing  amendments  to  the  Burton  Act  and  other  state  legislation. 

The  Port  believes  that  it  may  be  able  to  obtain  State  approval  for  a  trust  swap  that 
would  allow  the  Port  to  sell  up  to  two  of  the  Development  Parcels  (each,  a  "Trust  Swap 
Parcel")  free  of  the  public  trust.  If  so,  the  Port  would  deposit  the  proceeds  of  sale  into  a 
deposit  account  to  be  used  as  described  in  Section  14  (Development  Rights 
Payments). 

FINANCIAL  STRUCTURE 

Overview 

As  described  in  this  Term  Sheet,  Master  Developer  and  the  Port  have  created  a 
conceptual  framework  to  take  advantage  of  the  lessons  learned  during  the  City's  recent 
experience  with  phased,  master  planned  developments  and  innovative  financing 
mechanisms  for  public  infrastructure  serving  new  infill  projects.  The  entitlement  of  a 
large  site  and  building  infrastructure  for  multiple  development  opportunities  includes 
many  risks,  and  the  structure  under  discussion  includes  several  provisions  to  reduce  the 


7 


Lodged  with  Port  Commission  Secretary 

February  22,  2013 

normal  risks  of  development.  The  following  concepts  serve  as  the  foundation  for  this 
public-private  partnership  and  will  be  implemented  through  the  course  of  the  Project. 

a.  Parcelization  of  Site  and  Development  Phasing:  The  transaction 
structure  allows  for  development  of  the  Project  in  Phases,  each  incorporating  one 
or  more  of  the  parcels  at  the  Site  - 10  Development  Parcels,  the  Parking 
Structure  on  Parcel  D,  and  Pier  48.  Phases  will  be  timed  to  take  advantage  of 
positive  market  cycles.  The  phased  implementation  strategy  will  also  provide 
opportunities  for  additional  partnerships  and  third-party  investment  as  needed  to 
maximize  market  value  and  the  resulting  base  and  percentage  rent  payments  to 
the  Port. 

b.  Verification  of  Market  Value:  The  Port  will  offer  development  rights 
for  individual  parcels  only  after  consultation  among  the  parties  and  market 
expert(s)  as  to  current  market  conditions.  The  Port  will  release  parcels  to  vertical 
developers  (each,  a  "Vertical  Developer")  for  fair  market  value  in  each  case. 
Master  Developer,  itself  or  through  its  affiliated  Vertical  Developers  ("Master 
Developer  Affiliates"),  may  acquire  development  rights  to  parcels  through 
exercise  of  Master  Developer's  option,  with  fair  market  value  consideration  for 
the  transfer  established  by  appraisal  before  closing.  The  Port  will  offer 
development  rights  for  some  parcels  through  a  public,  competitive  disposition 
process  as  an  alternate  means  to  determine  fair  market  value  if  Master 
Developer  does  not  exercise  its  option  and  in  certain  other  circumstances. 

c.  Efficient  Delivery  of  Infrastructure  and  Public  Facilities:  The  just-in- 
time  method  of  horizontal  development,  along  with  built-in  flexibility  to  access 
public  financing  mechanisms,  ensures  cost-efficient  delivery  of  required 
Infrastructure  and  Public  Facilities  (defined  in  Section  3  (Project  Description))  in 
coordination  with  the  completion  of  vertical  development  (i.e.,  buildings)  in  each 
Phase  to  minimize  the  period  that  Master  Developer's  costs  accrue  Developer 
Return  (defined  in  Section  12  (Developer  Return)). 

d.  Development  Will  Increase  Land  Value  and  Port  Revenue:  Parcel 
transfers  will  be  timed  to  take  advantage  of  the  benefits  of  a  stable  or  growing 
real  estate  market  through  base  rent,  with  the  goal  of  realizing  higher  and  more 
diversified  rents  to  the  Port  than  under  the  existing  parking  lease.  Proceeds  from 
the  sale  of  development  rights  and  ongoing  Port  participation  in  lease  revenues 
and  future  lease  transfers  provide  the  Port  with  a  cushion  against  a  weakened 
market  and  a  path  to  recover  lost  value  if  a  given  parcel  transfer  takes  place  in  a 
weaker  market.  As  an  incentive  to  maximize  lease  revenues  to  the  Port,  Master 
Developer  will  receive  20%  of  the  amount  by  which  annual  rents  from  SWL  337 
exceed  $4.5  million  for  45  years. 

e.  Shared  Risks  through  Phased  Development:  Master  Developer's 
equity  investment,  public  bond  issuance,  and  Port  reimbursements  to  Master 
Developer  are  timed  and  sized  to  keep  the  parties'  interests  aligned,  provide  a 
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means  to  achieve  both  parties'  development  objectives  overtime,  and  balance 
the  risks  through  downturns  in  the  real  estate  market. 

Master  Developer  is  responsible  for  funding  entitlements  and  development  of 
Infrastructure  and  Public  Facilities.  Developer's  investment  in  horizontal  development 
costs  will  be  entitled  to  a  market-based  return  on  its  investment  from  payments  by 
Vertical  Developers  of  prepaid  ground  lease  rents  (each,  a  "Development  Rights 
Payment"),  proceeds  of  the  sale  of  Trust  Swap  Parcels  if  authorized,  and  public 
financing  proceeds  generated  by  the  Project.  The  Port  will  receive  fair  market  leasehold 
value  ("Leasehold  FMV")  for  its  improved  parcels  through  ground  and  percentage  rent 
under  long  term  ground  leases.  The  overall  financial  structure  is  discussed  below. 

After  the  Project  has  been  fully  entitled,  Master  Developer  will  enter  into  an  interim 
master  lease  for  SWL  337  (the  "Master  Lease"),  with  rent  terms  based  on  the  current 
parking  lease  between  the  Port  and  China  Basin  Ballpark  Company,  LLC.  As  dictated 
by  market  conditions,  Master  Developer  will  initiate  the  transfer  of  parcel  development 
rights  to  Vertical  Developers  for  vertical  development  for  Leasehold  FMV.  Master 
Developer  will  be  required  to  take  the  first  two  designated  Development  Parcels  (each, 
a  "Lead  Parcel")  and  will  have  the  option  to  develop  the  other  Development  Parcels, 
subject  to  exceptions  specified  in  this  Term  Sheet.  The  Port  will  enter  into  long-term 
ground  leases  with  Vertical  Developers  for  each  Development  Parcel  (not  including 
Parking  Structure  Parcel  D)  for  consideration  equal  to  Leasehold  FMV  in  the  form  of: 
(i)  an  upfront  Development  Rights  Payment  (see  Section  14  (Development  Rights 
Payments))  that  will  reimburse  Master  Developer  for  a  portion  of  its  investment  in 
horizontal  development;  and  (ii)  ongoing  rent  payments  to  the  Port.  Master  Developer's 
base  rent  obligation  under  the  Master  Lease  will  reduce  proportionally  as  Development 
Parcels  are  removed  from  the  Master  Lease  through  the  execution  of  parcel  ground 
leases  (each,  a  "Parcel  Lease"). 

After  execution  of  the  Parcel  Lease(s)  for  parcels  included  in  each  Phase,  Master 
Developer  will  construct  just-in-time  horizontal  development  required  for  that  Phase. 
Master  Developer  will  bear  the  cost  of  the  horizontal  development  ("Horizontal 
Development  Costs"),  subject  to  its  right  of  reimbursement  under  the  DDA. 

The  Port  will  retain  ownership  of  ground-leased  land  and  will  purchase  the  Infrastructure 
and  Public  Facilities  that  Master  Developer  constructs  on  the  Site  by  reimbursing 
Master  Developer  for  its  Horizontal  Development  Costs  along  with  a  market-based 
return  on  its  equity  investment  ("Developer  Return").  The  Port's  funding  sources  will 
include  Development  Rights  Payments,  special  taxes,  and  property  tax  increment 
derived  from  the  Site. 

Predevelopment  Costs  and  Lead  Parcels 

Master  Developer  will  pay  all  costs  of  predevelopment,  including  planning, 
environmental  review,  and  Project  Approvals  ("Entitlement  Costs"),  to  entitle  the  Project. 
Master  Developer  will  be  entitled  to  a  Developer  Return  on  its  Entitlement  Costs  in  an 
aggregate  amount  that  is  the  greater  of:  (i)  an  amount  equivalent  to  a  20%  cumulative 
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annual  return  on  unreimbursed  Entitlement  Costs;  and  (ii)  1.5  times  the  highest  balance 
of  Entitlement  Costs  outstanding. 

A  key  component  of  the  financial  structure  is  the  requirement  for  Master  Developer  to 
accept  (itself  or  through  a  Master  Developer  Affiliate)  two  Development  Parcels  (each,  a 
"Lead  Parcel")  promptly  following  Project  Approval.  The  fair  market  value  of  the  Lead 
Parcels  would  be  applied  to  Master  Developer's  Entitlement  Costs  and  associated 
Developer  Return  and  is  currently  projected  to  fully  satisfy  those  sums. 

Development 

Development  Parcels  would  be  developed  as  market  conditions  support  their 
development.  For  each  Phase,  the  Port  and  Master  Developer  will  confer  and  agree  on 
a  budget  for  the  Phase  (each,  a  "Phase  Budget").  Each  Phase  Budget  will:  (i)  include 
Master  Developer's  projected  Horizontal  Development  Costs  ;  (ii)  list  the  Port's 
anticipated  sources  of  funding  to  reimburse  Master  Developer  and  to  pay  the  associated 
Developer  Return;  and  (iii)  establish  the  amount  of  Development  Rights  Payments  for 
Development  Parcels  in  the  Phase. 

The  Port  will  work  with  the  City  to  issue  community  facilities  district  ("CFD")  bonds  under 
the  Mello-Roos  Community  Facilities  Act  of  1982  or  local  law  early  in  each  Phase.  CFD 
bond  proceeds,  together  with  Development  Rights  Payments  made  by  Vertical 
Developers,  will  be  the  Port's  primary  sources  to  pay  Master  Developer's  Horizontal 
Development  Costs  and  associated  Developer  Return.  Tax  increment,  captured 
through  an  infrastructure  financing  district  ("IFD")  as  it  becomes  available,  will  be  used 
to  pay  CFD  debt,  reduce  special  taxes,  and  for  other  Project  purposes.  Master 
Developer  will  receive  Developer  Returns  on  its  Horizontal  Development  Costs  for  each 
Phase  in  an  amount  that  is  the  greater  of:  (i)  an  amount  equivalent  to  a  20%  cumulative 
annual  return  on  unreimbursed  Entitlement  Costs;  and  (ii)  1.5  times  the  highest 
unreimbursed  balance  of  Master  Developer's  Horizontal  Development  Costs  for  the 
Phase. 

Financial  Structure  Recap 

The  financial  structure  for  the  Project  is  summarized  briefly  immediately  below.  See 
Section  12  (Developer  Return)  for  a  fuller  explanation 

Predevelopment: 

Master  Developer  pays  all  Entitlement  Costs 

Developer  Return  accrues  on  Entitlement  Costs  equivalent  to  greater  of: 
a  20%  cumulative  annual  return;  and 

1 .5  times  the  highest  unreimbursed  balance  of  Entitlement  Costs 
If  fair  market  value  of  Lead  Parcels  is  less  than  Entitlement  Costs: 
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Developer  Return  on  the  unpaid  balance  is  capped  at  a  2.0  times  the 
unpaid  balance 

Master  Lease  and  Lead  Parcels: 

Parties  enter  into  Transaction  Documents,  including: 

Master  Lease  for  SWL  337,  with  $2.4  million  annual  base  rent 
allocated  among  8  Development  Parcels 

Master  Developer  Affiliates  enter  into  Parcel  Leases  for  Lead  Parcels  for 
prepaid  rent  at  Leasehold  FMV 

Transaction  Structure  and  Development  of  Future  Phases: 

Each  Phase  commences  when  the  Port  and  Master  Developer  agree 
market  conditions  are  right  for  development 

Vertical  Developers  enter  into  Parcel  Leases  for  Leasehold  FMV,  paid  by: 
Upfront  Development  Rights  Payments;  and 
Base  and  percentage  rent 

Master  Developer  pays  Horizontal  Development  Costs  of  each  Phase 

Overall  Financial  Structure: 

Prepaid  rent  for  Lead  Parcels  applied: 

First  to  accrued  Developer  Return  on  Entitlement  Costs;  and 
Then  to  Entitlement  Costs 

Development  Rights  Payments  on  subsequent  Parcel  Leases  applied: 
First  to  accrued  Developer  Return; 

Then  to  outstanding  balance  of  Horizontal  Development  Costs  of  prior 
Phase(s);  and 

Then  to  current  Phase  Horizontal  Development  Costs 

CFD  bond  proceeds  and  special  taxes  are  applied: 
First  to  accrued  Developer  Return;  and 
Then  to  outstanding  Horizontal  Development  Costs 

IFD  bonds  and  tax  increment  applied  to: 
CFD  debt  service 
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Special  tax  offsets;  and 
Other  Project  needs 

Master  Developer  receives  Developer  Return  in  an  aggregate  amount  that 
is  equivalent  to  the  greater  of. 

a  20%  cumulative  annual  return  on  Master  Developer's  unreimbursed 
Horizontal  Development  Costs  for  each  Phase,  and 

1 .5  times  the  highest  unreimbursed  balance  of  Horizontal  Development 
Costs  for  each  Phase 

Project  implementation: 

•  Periodic  and  final  accounting  conducted  of  Horizontal  Development  Costs 
and  application  of  Development  Rights  Payments  and  public  financing 

•  Master  Developer  and  Master  Developer  Affiliates  receive  ongoing 
economic  benefits  from  Development  Parcels 

•  Port  receives  ongoing  economic  benefit  from  rents  under  Parcel  Leases 

•  As  an  incentive  to  maximize  lease  revenues  to  the  Port,  Master  Developer 
will  receive  20%  of  the  amount  by  which  annual  rents  from  SWL  337 
exceed  $4.5  million  for  45  years 
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Section  and  Title 

Basic  Terms  and  Conditions 

1.  Parties;  Master 
Developer 
Affiliates 

a.  Parties 

Port:  City  and  County  of  San  Francisco  (the  "City"), 
acting  by  and  through  its  Port  Commission  (the  "Port"). 
References  to  the  Port  in  this  Term  Sheet  also  mean 
staff  of  the  Port  acting  within  their  delegated  authority. 

Master  Developer:  Seawall  Lot  337  Associates.  LLC,  a 
Delaware  limited  liability  company  ("Master  Developer"). 

b.  Master  Developer  Affiliates 

Master  Developer  expects  to  affiliate  with  qualified  third 
Darties  to  form  sinale-asset  entities  teach  a  "Master 
Developer  Affiliate")  that  will  become  vertical  developers 
of  buildable  parcels  (each  a  "Vertical  Developer")  of 
buildable  parcels  (each  a  "Development  Parcel")  for  the 
Project. 

2.  Site  Description 

(all  area  figures  for 
size  are 
approximate) 

The  "Site"  is  depicted  in  Exhibit  A  (Site  Description)  and 
consists  of  the  following: 

•  Seawall  Lot  337  ("SWL  337"),  a  16-acre  parcel  located 
south  of  Mission  Creek/China  Basin  Channel,  bordered 
by  Third  Street  on  the  west,  Mission  Rock  Street  on  the 
south,  and  Terry  Francois  Boulevard  on  the  east; 

•  Pier  48,  a  212,500  square-foot  facility,  with  two  main 
pier  sheds,  Shed  A  and  Shed  B,  connected  by  a 
connector  shed,  Shed  C,  at  the  east  end  of  the  pier, 
containing  collectively  181,200  square  feet  of  enclosed 
warehouse  space  and  a  31,300  square-foot  valley 
between  the  Shed  A  and  Shed  B; 

•  3.52  acres  of  Terry  Francois  Boulevard  from  Third 
Street  to  Mission  Rock  Street; 

•  subject  to  Port  Commission,  Successor  Agency 
Oversight  Board,  and  State  of  California  ("State") 
approvals,  a  20-foot  wide  strip  along  the  Mission  Rock 
Street  edge  of  SWL  337  known  as  P20;  and 

•  1/2  acre  to  the  east  of  Terry  Francois  Boulevard 
between  Pier  48  and  Pier  50,  designated  as  Channel 
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Plaza. 

3.  Project 

Description  (all 
area  figures  for  size 
are  approximate) 

Mission  Rock  will  create  a  new  mixed-use  neighborhood, 
linking  Mission  Bay  to  the  urban  fabric  of  the  City  (the 
"Project").  At  final  build-out  of  SWL  337,  the  Project  is 
proposed  to  include  3,500,000  gross  square  feet  of  vertical 
development,  as  depicted  in  Exhibit  B  (Project  Description). 
The  parties  anticipate  that  the  Project  will  continue  to  evolve 
throughout  review  under  the  California  Environmental  Quality 
Act  ("CEQA")  and  the  public  review  process  under  CEQA 
and  for  the  required  local  and  other  regulatory  approvals 
("Project  Approval"). 

a.  Horizontal  Development  at  SWL  337:  The  term 
"horizontal  development"  generally  means  the  activities 
described  in  this  Subsection  immediately  below,  and 
incorporates  the  preliminary  definitions  of  "Horizontal 
Development  Costs,"  "Entitlement  Costs,"  "Soft  Costs," 
and  "Hard  Costs"  in  Section  11  (Horizontal 
Development  Costs).  The  parties  will  refine  these 
definitions  as  more  detailed  information  about  the 
Project  becomes  available.  Anticipated  horizontal 
development  currently  includes: 

i.  predevelopment  activities,  including  preliminary 
planning  and  design  work,  environmental  review 
under  CEQA,  and  negotiating  the  financial  and 
other  terms  of  the  Transaction  Documents  and 
Project  Approval  ("Entitlement"); 

ii.  site  preparation,  including  removal  of  contaminated 
soils,  grading,  soil  compaction  and  stabilization, 
construction  and  installation  of  water,  sanitary 
sewer,  storm  drainage,  utility  infrastructure,  and 
stone  columns  or  pilings  to  stabilize  the  seawall  or 
other  infrastructure  ("Infrastructure");  and 

iii.  construction  of  streets  and  walkways,  maritime 
facilities,  shoreline  improvements  and  parks, 
("Public  Facilities"),  including  a  5-acre  regional 
waterfront  park  and  a  1-acre  park  central  to  the  Site. 

b.  Vertical  Development  at  SWL  337:  The  term  "vertical 
development"  means  the  construction  of  new  buildings 
at  SWL  337  appropriate  for  a  mixed-use  neighborhood. 
The  proposed  development  and  use  program  follows, 
subject  to  change  in  response  to  market  conditions  and 
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the  maximum  development  envelope  described  above. 

i.  Ten  of  the  buildable  parcels,  i.e.,  Parcels  A-K  (but 
not  Parcel  D)  are  anticipated  to  be  developed  as 
follows: 

•  1 ,300,000  to  1 ,700,000  square  feet  of 
commercial  use,  including  Class  A  office  and 
research  and  development  space; 

•  750,000  to  1 ,500,000  square  feet  of  residential 
in  650  to  1,500  units; 

•  1 50,000  to  250,000  square  feet  of  retail, 
entertainment,  or  ancillary  space  spread 
throughout  the  buildings;  and 

•  approximately  700  accessory  parking  spaces  in 
residential  and  commercial  buildings. 

ii.  The  1 1th  buildable  parcel  (Parcel  D)  will  hold: 

•  850,000  square  feet  of  structured  parking  (the 
"Parking  Structure")  with  approximately  2,300 
parking  stalls,  as  more  specifically  described  in 
Section  16  (Parking  Structure). 

c.     Rehabilitation  and  Reuse  of  Pier  48:  Pier  48  sheds  and 
the  open  space  valley  area  between  Shed  A  and 
Shed  B  would  be  rehabilitated  consistent  with  the 
Secretary  of  the  Interior's  Standards  for  Treatment  of 
Historic  Properties  within  the  existing  building  envelopes 
("Pier  48  Rehabilitation").  The  parties  intend  to  preserve 
and  improve  Pier  48  aprons  for  public  access  and 
maritime  operations,  consistent  with  regulatory 
requirements  and  the  Port's  Maritime  Industry 
Preservation  Policy  (Reso.  No.  11-58). 

4.  Transaction 
Documents 

As  soon  as  practicable  after  Project  Approval,  the  Port  and 
Master  Developer  will  enter  into  a  Disposition  and 
Development  Agreement  (the  "DDA")  and  an  interim  master 
ground  lease  for  SWL  337  (the  "Master  Lease"),  as  well  as 
other  transaction  documents  (the  "Transaction  Documents"), 
some  of  which  may  require  additional  parties,  relating  to 
public  financing,  construction  review  and  approvals  by  other 
City  departments,  and  other  matters  required  to  implement 
the  Project.  Key  elements  of  the  DDA,  the  Master  Lease, 
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and  the  form  of  ground  lease  for  Development  Parcels  (each, 
a  "Parcel  Lease")  are  described  below. 

a.    PDA:  The  DDA  will  set  the  terms  and  conditions  for  the 
disposition  and  development  of  parcels  at  the  Site 
consistent  with  this  Term  Sheet  and  applicable 
provisions  of  Port  agreements  for  other  development 
projects  of  similar  scale.  Under  the  DDA,  the  Port  will 
enter  into  a  Parcel  Lease  with  a  Vertical  Developer  for 
each  parcel  concurrently  with  its  release  from  the  Master 
Lease,  and  Master  Developer  will  coordinate  with  each 
Vertical  Developer  for  concurrent  horizontal  and  vertical 
development  of  the  parcel,  with  Infrastructure  and  Public 
Facilities  appropriately  sequenced  and  distributed 
among  the  Phases.  In  addition  to  matters  covered 
elsewhere  by  this  Term  Sheet,  key  provisions  of  the 
DDA  will  address: 

i.  conditions  to  Master  Developer's  exercise  of  its 
option  with  respect  to  any  Development  Parcel; 

ii.  Master  Developer's  obligation  to  complete 
horizontal  development  of  the  Project  at  no  cost  to 
the  Port  or  the  City,  except  to  the  extent  that  the 
City  applies  other  funding  sources  directly  to  Public 
Facilities,  according  to  an  Infrastructure  Plan 
describing  the  Infrastructure  and  Public  Facilities 
that  will  be  phased  with  each  parcel's  vertical 
development; 

iii.  the  Port's  obligation  to  acquire  Infrastructure  and 
Public  Facilities  at  prices  that  will  reimburse  Master 
Developer  for  its  Horizontal  Development  Costs 
and  pay  Master  Developer  a  market-based  return 
on  its  equity  ("Developer  Return,"  as  more 
specifically  defined  in  Section  12  (Developer 
Return)); 

iv.  a  plan  that  identifies  the  sources  of  funds  that  the 
Port  has  agreed  to  use,  and  the  conditions  for  their 
use,  to  satisfy  its  payment  obligations  (the 
"Financing  Plan"),  including  Development  Rights 
Payments  (defined  in  Section  14  (Development 
Rights  Payments),  Port  revenues  from  any  prepaid 
Parcel  Leases,  proceeds  of  the  sale  of  any 

 Development  Parcel  for  which  the  Port  has  
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obtained  State  approval  to  sell  (each,  a  "Trust 
Swap  Parcel"),  and  proceeds  of  public  financing; 

v.  a  schedule  of  Master  Developer's  Entitlement 
Costs  incurred  and  accrued  Developer  Return  as  of 
the  DDA  effective  date  (together,  the  "Total 
Entitlement  Sum"); 

vi.  an  acquisition  agreement  establishing  procedures 
and  conditions  for  the  City's  and  Port's  acquisition 
of  Infrastructure  and  Public  Facilities,  which  will 
survive  the  termination  of  the  DDA; 

vii.  a  form  of  purchase  and  sale  agreement  that  will 
describe  the  terms,  conditions  and  procedures  for 
the  Port's  sale  of  Trust  Swap  Parcels  (each,  a 
"Purchase  Agreement"); 

viii.  anticipated  phasing  of  the  Project  (the  "Project 
Phasing  Schedule")  and  mechanisms  for  adjusting 
the  Project  Phasing  Schedule  to  address  market 
conditions,  force  majeure  events,  and  other 
conditions; 

ix.  a  form  of  Parcel  Lease  and  the  minimum 
qualifications  for  Vertical  Developers,  such  as 
appropriate  financial  resources  for  the  scope  of 
development,  development  experience  and 
capacity,  and  other  criteria  satisfactory  to  the  Port 
in  its  reasonable  judgment;  and  providing  for 
Master  Developer  to  assign  its  rights  and 
obligations  under  the  DDA  with  respect  to  the 
applicable  parcel  to  the  Vertical  Developer  in 
conjunction  with  each  Parcel  Lease,  subject  to  the 
Port's  consent,  which  the  Port  will  not  withhold  if 
Master  Developer  has  satisfied  all  conditions 
precedent  and  the  Vertical  Developer  meets 
minimum  qualifications  standards; 

x.  conditions  precedent  that  Master  Developer  must 
satisfy,  including  approvals  required  by  the  State 
Lands  Commission  ("State  Lands")  in  accordance 
with  SB  815,  and,  if  required  for  long-term  use  of 
Pier  48,  determinations  by  the  Port  Commission 
and  State  Lands  that  the  Pier  48  use  would  be 
consistent  with  the  public  trust  for  commerce, 

 navigation,  and  fisheries  and  the  statutory  trust 
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imposed  by  the  Burton  Act  (stats.  1968,  ch.  1333) 
collectively  the  "public  trust"); 

xi.  Master  Developer's  estimate  of  the  associated 
costs  of  Infrastructure  and  Public  Facilities  and 
provisions  governing  Master  Developer's 
responsibility  to  complete  horizontal  development 
in  coordination  with  vertical  development  of  the 
parcel,  as  determined  before  the  conveyance  of 
Parcel  Leases; 

xii.  conditions  under  which  the  Port  will  have  the  right 
to  offer  a  Development  Parcel  to  third-party  Vertical 
Developers,  such  as  Master  Developer's  failure  to 
exercise  an  option  or  satisfy  its  DDA  obligations; 

xiii.  City  and  Port  construction  standards  that  will  apply 
to  horizontal  and  vertical  development; 

xiv.  events  of  default  and  appropriate  remedies  for 
defaults  or  events  that  with  the  passage  of  time 
and  failure  to  cure  within  any  applicable  cure  period 
would  be  defaults  by  a  party; 

xv.  standards  of  conduct  applicable  to  the  parties  while 
implementing  the  DDA  and  appropriate  limitations 
on  the  remedies  available  to  either  party  following  a 
breach  of  the  DDA; 

xvi.  City  programs  and  requirements  that  will  apply  to 
development  at  the  Site;  and 

xvii.  providing  for  the  DDA  to  expire  after  all  CFD  and 
IFD  bonds  have  been  issued  and  bond  proceeds 
distributed  in  accordance  with  the  Financing  Plan. 

b.     Master  Lease:  Immediately  after  execution  of  the  DDA, 
China  Basin  Ballpark  Company,  LLC  and  the  Port  will 
enter  into  a  termination  agreement  for  Lease 
No.  L-14980,  and  the  Port  and  Master  Developer  will 
enter  into  the  Master  Lease  in  concurrent  transactions. 
If  the  Port  also  concurrently  enters  into  Parcel  Leases 
with  Master  Developer  Affiliates  for  the  Lead  Parcels 
and  Pier  48,  those  parcels  (and  associated  horizontal 
development  areas)  would  be  excluded  from  the  Master 
Lease.  Rent  and  other  key  terms  will  be  consistent  with 
those  in  Lease  No.  L-14980,  as  described  in  Section  8 
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(Master  Lease  Terms). 

c.     Form  of  Parcel  Lease:  As  part  of  the  Project  Approval, 
the  Port  will  request  that  the  Port  Commission  and  the 
Board  of  Supervisors  (the  "Board")  approve  the  form  of 
Parcel  Lease  to  be  used  for  SWL  337  Development 
Parcels,  including  a  Board  delegation  of  authority  to  the 
Port  Commission  to  modify  terms  of  the  Parcel  Lease 
form  for  individual  Development  Parcels  to  respond  to 
changing  market  conditions,  requirements  of 
construction  and  permanent  lenders  over  time,  and 
options  to  adjust  payment  and  default  provisions  to 
encourage  successful  and  expeditious  build-out,  so  long 
as  the  Port  will  receive  then-current  fair  market  value 
and  the  other  essential  business  terms  are  consistent 
with  the  form  approved  by  the  Board.  As  each  vertical 
development  parcel  is  released  from  the  Master  Lease, 
Master  Developer  will  assign  vertical  development  rights 
and  obligations  under  the  DDA  to  the  selected  Vertical 
Developer,  and  the  Port  will  enter  into  a  separate  Parcel 
Lease  with  each  Vertical  Developer  consistent  with  the 
approved  form  and  its  delegated  approval.  The  Parcel 
Lease  form  will  be  consistent  with  this  Term  Sheet  and 
applicable  terms  of  comparable  long-term  ground  leases 
between  the  Port  and  its  development  partners,  and 
include  or  address: 

i.  the  maximum  term  permitted  under  Senate  Bill  815 
(as  amended,  "SB  815"); 

ii.  triple  net  provisions  requiring  the  Vertical 
Developer  to  pay  all  taxes,  assessments,  and 
expenses  for  the  parcel; 

iii.  compliance  with  the  Planning  Code  (as  amended 
to  incorporate  a  special  use  district  for  the  Project) 
(the  "SUD"),  the  Waterfront  Land  Use  Plan  (as 
amended),  design  guidelines  for  the  Project,  and 
the  DDA,  subject  to  additional  review  and  approval 
by  Master  Developer  to  assure  quality  and 
coordination  among  all  Development  Parcels  in  the 
Project; 

iv.  a  performance  schedule  for  commencement  and 
completion  of  vertical  development  (the  "Parcel 
Performance  Schedule")  within  a  reasonable 

 period,  subject  to  extension  for  force  majeure,  and 
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with  the  potential  for  additional  extensions  under 
specified  conditions,  and  giving  the  Port  the 
ultimate  right  to  terminate  the  Parcel  Lease,  subject 
to  mortgagee  protection  provisions,  if  the  Vertical 
Developer  does  not  meet  the  Parcel  Performance 
Schedule  after  notice  and  an  opportunity  to  cure; 

v.  covenants  to  provide  information  and  otherwise 
cooperate  with  the  City  and  the  Port  as  necessary 
for  Master  Developer  to  satisfy  its  disclosure 
obligations  with  respect  to  any  public  financing; 

vi.  a  mechanism  by  which  a  Vertical  Developer  may 
choose  to  receive  IFD  financing  of  pilings  to 
stabilize  filled  land,  conditioned  on  an  appropriate 
increase  in  base  rent,  as  determined  by  a  real 
estate  economics  consultant  selected  according  to 
procedures  in  the  Parcel  Lease; 

vii.  standard  provisions  such  as  allowed  and  prohibited 
uses;  indemnification  (including  hazardous 
materials  obligations)  and  insurance;  limitations  on 
assignment  and  subletting;  maintenance  and  repair 
obligations,  including  obligations  following  a 
casualty;  and  surrender  obligations; 

viii.  reasonable  and  customary  mortgagee  protection 
provisions  and  mechanisms  providing  for  notice 
and  an  opportunity  to  cure:  (1)  to  Master 
Developer,  any  mortgagee,  and  the  Port  with 
respect  to  any  tax  or  special  tax  default  before 
foreclosure;  and  (2)  to  Master  Developer  or  a 
mortgagee  with  respect  to  the  Vertical  Developer's 
failure  meet  the  Parcel  Performance  Schedule; 

ix.  events  of  default  and  cure  rights,  and  providing 
each  party  with  appropriate  remedies  for  defaults 
or  events  that  with  the  passage  of  time  and  failure 
to  cure  within  any  applicable  cure  period  would  be 
defaults  by  the  other  party,  including  the  possibility 
of  early  termination;  and 

x.  other  terms  as  necessary  to  accomplish  cost- 
effective  public  financing  as  contemplated  in  the 
Financing  Plan,  which  may  include  provisions  to 
protect  the  interests  of  the  bond  trustee  similar  to 
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mortgagee  protection  provisions. 

5.  Phasing 

The  parties  anticipate  that  the  Project  Site  will  be  developed 
in  phases  (each  a  "Phase"),  as  shown  conceptually  in 
Exhibit  C  (Illustrative  Phasing  Plan). 

a.  Each  Phase  will  consist  of  one  or  more  Development 
Parcels  and  associated  areas  for  streets  and  open 
spaces.  Phasing  for  Pier  48  will  be  determined  when 
more  information  about  its  use  and  tenant  requirements 
are  known. 

i.  The  DDA  will  provide  specific  requirements  for  each 
Phase  of  the  Project,  so  that  delivery  of  public 
benefits,  including  development  of  parks  and  the 
Parking  Structure,  will  be  fairly  distributed  among 
adjacent  Phases,  assuring  that  these  benefits  are 
completed  concurrent  with  the  completion  of 
associated  vertical  development  of  each  Phase. 
The  DDA  will  designate,  or  provide  a  procedure  for 
designating,  two  Development  Parcels  that  Master 
Developer  will  be  required  to  accept  to  begin 
Phase  1  (each,  a  "Lead  Parcel"). 

ii.  The  Project  Phasing  Schedule  will  take  into  account 
the  bonding  and  other  financial  capacity  of  each 
Phase  and  provide  for  a  construction  and 
completion  schedule  for  both  horizontal  and  vertical 
development  of  each  parcel  and  each  Phase. 

b.  Master  Developer  and  the  Port  will  work  cooperatively  to 
decide  when  vertical  development  on  each 
Development  Parcel  should  begin,  with  the  goal  of 
spurring  the  development  of  the  Project  as  promptly  as 
market  conditions  allow.  As  provided  in  Section  18 
(Public  Offerings),  the  Port  will  have  the  right  to  offer  a 
Development  Parcel  through  public  solicitation  if  Master 
Developer  fails  to  exercise  its  option. 

6.  Statutory, 

Regulatory,  and 
Plan  Amendments 

The  Port  and  Master  Developer  will  apply  jointly  to  secure 
state  and  regional  approvals  as  necessary. 

a.     The  Bay  Area  Seaport  Plan  of  the  Bay  Conservation 
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Francisco  Bay  Area  Metropolitan  Transportation 
Commission  designates  Pier  48  as  a  future  site  for  neo- 
bulk  cargo  shipping  and  the  eastern  six  acres  of 
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SWL  337  adjacent  to  Pier  48  (and  Pier  50)  as  a  "port 
priority"  area  to  provide  backland  area  for  potential 
cargo  operations.  The  Project  will  require  an 
amendment  to  the  Bay  Area  Seaport  Plan  to  allow  for 
the  proposed  uses  at  Pier  48  and  Seawall  Lot  337. 

b.  BCDC's  Special  Area  Plan  for  the  San  Francisco 
Waterfront  imposes  certain  replacement  fill  limitations 
(known  as  the  "50%  rule")  and  water-dependent  use 
restrictions  on  Pier  48.  Seismic  upgrades  to  Pier  48  may 
trigger  a  need  to  amend  the  Special  Area  Plan. 

c.  All  development  within  1 00  feet  of  the  shoreline  will  be 
subject  to  BCDC  approval. 

d.  SB  815  imposes  the  following  conditions  to  any  nontrust 
lease  of  SWL  337: 

i.  The  Port  must  obtain  the  amendment  to  the 
Seaport  Plan  described  above; 

ii.  The  Port  must  obtain  State  Lands'  prior  approval  of 
the  conclusions  of  a  Port  study  on  the  retention  of 
trust  uses  (including  public  parks  and  walkways, 
restaurants,  hotels,  maritime  training,  sales,  and 
rentals,  and  waterfront  visitor-serving  retail 
services)  at  SWL  337,  the  location  of  trust  uses  at 
SWL  337,  Pier  48,  and  Pier  50,  the  transportation 
needs  of  the  ballpark,  and  trust  uses  on  nearby 
Port  property. 

iii.  State  Lands  must  concur  that  the  Port  will  receive 
fair  market  value  for  the  lease  and  that  the  lease  is 
consistent  with  the  public  trust  (other  than  land  use 
restrictions)  and  otherwise  in  the  best  interests  of 
the  State. 

e.  To  the  extent  necessary  and  after  consultation  with  staff 
of  State  Lands  and  with  Master  Developer,  the  Port  may 
seek  technical  amendments  to  the  Burton  Act  and  other 
legislation. 

7.  Zoning 

a.    SWL  337  is  currently  zoned  MB-OS,  and  Pier  48  is 
zoned  M-2.  Master  Developer  will  seek  approval  to 
rezone  the  Site  by  a  new  SUD  for  the  Mission  Rock 
Project  under  which  flexible  zoning  controls  will  permit 
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certain  parcels  to  be  developed  for  either  commercial  or 
residential  uses  to  allow  for  development  that  responds 
to  market  conditions. 

i.  Parcels  B,  C,  and  E  are  expected  to  be  restricted  to 
commercial  use; 

ii.  Parcel  D  will  be  zoned  to  allow  for  structured  public 
parking  with  ancillary  commercial  uses; 

iii.  Parcel  K  is  expected  to  be  restricted  to  primarily 
residential  use  above  the  ground  floor;  and 

iv.  Pier  48  may  be  rezoned  to  restrict  long-term  use  to 
uses  compatible  with  the  rest  of  the  Mission  Rock 
Project. 

b.  The  SUD  will  establish  height  limits  ranging  from  90  up 
to  380  feet,  allowed  density  expressed  as  permissible 
floor  area  ratio  ("FAR")  limits,  bulk  limits,  and  other 
controls  on  development.  More  specifically  with  respect 
to  building  heights,  up  to  two  tall  slender  signature 
residential  towers  are  anticipated,  which  could  be  from 
320  up  to  380  feet  in  height.  Other  buildings  would 
range  from  about  90  up  to  280  feet  in  height.  Master 
Developer's  preliminary  proposal  for  height  limits  is 
reflected  in  Exhibit  D  (Conceptual  Height  Map). 

c.  The  Port  and  Master  Developer  will  explore 
mechanisms  to  provide  Master  Developer  with 
assurances  that  zoning  changes  for  the  Site  will  remain 
in  effect  through  Project  build-out,  unless  Master 
Developer  consents  to  or  seeks  amendments. 

d.  The  Waterfront  Land  Use  Plan  will  be  amended  to 
incorporate  the  SUD's  development  controls  and 
limitations  for  the  Site  and  set  forth  other  development 
requirements,  such  as  the  role  of  the  Waterfront  Design 
Advisory  Committee  in  the  design  review  process. 

e.  The  Port  will  cooperate  with  Master  Developer  to 
develop  design  guidelines  for  Mission  Rock  that  will 
inform  design  review  and  encourage  Vertical 
Developers  to:  (i)  emphasize  the  physical  and  visual 
access  to  the  Bay  and  surrounding  landmarks, 
reinforced  by  a  pattern  of  development  that  lays  multiple 
paths  through  the  Project  to  the  water;  (ii)  step  building 
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heights  in  relation  to  each  other  and  to  the  waterfront  to 
demonstrate  a  respect  for  their  waterfront  setting;  and 
(iii)  enliven  and  frame  the  public  realm  at  the  lower 
floors  of  buildings,  while  retaining  on  upper  floors  a  form 
and  profile  that  complement  Mission  Rock  and  the 
cityscape  as  a  whole. 

f.  Comprehensive  planning  and  programming  of  ground 
floor  spaces  will  address  both  the  design  and  the  nature 
of  Mission  Rock's  retail,  defining  the  public  realm  and 
neighborhood  identity.  A  dynamic  range  of  restaurants, 
cafes,  boutique  stores,  grocery  stores,  bookstores,  and 
other  shops  will  only  be  possible  through  careful 
programming  of  the  entire  Site.  In  consultation  with  the 
Port  and  community,  Master  Developer  will  create  a 
retail  blueprint  for  locations  and  tenant  types..  This 
comprehensive  programming  will  address  not  only  types 
of  stores,  but  also  the  appropriate  mix  of  local,  regional, 
and  national  retailers.  Minimum  threshold  requirements 
for  local  and  regional  operators  will  reduce  the  threat  of 
homogeneity  that  otherwise  might  adversely  affect  the 
Project's  retail  success.  This  building-to-building  variety 
will  strengthen  the  pedestrian  environment  and  establish 
an  authentic  neighborhood  for  San  Franciscans  and 
visitors  to  enjoy. 

g.  The  Project  will  be  subject  to  all  applicable  development 
impact  fees.  The  Transaction  Documents,  including  the 
allocation  of  responsibility  for  any  applicable  mitigation 
and  neighborhood  improvement  measures,  will  take  into 
account  payment  of  those  fees  to  avoid  double- 
charging.  In  the  context  of  negotiations  of  Transaction 
Documents,  the  parties  will  explore  allowing  Master 
Developer  or  Vertical  Developers,  as  applicable,  to  defer 
paying  applicable  development  impact  fees  until  the  Port 
issues  a  certificate  of  occupancy,  on  terms  and 
conditions  generally  consistent  with  the  City's  current 
fee  deferral  program  (which  is  scheduled  to  sunset  in 
July  2013). 

8.  Master  Lease 
Terms 

The  SWL  337  Master  Lease  terms  will  be  the  same  as  those 
in  Lease  No.  L-14980,  with  modifications  generally  as 
described  below. 

a.    Base  Rent:  Base  rent  will  be  $2.4  million.  The  Master 
Lease  will  provide  for  partial  termination  upon  the 
release  of  each  Development  Parcel  (and  areas 
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required  for  associated  horizontal  development)  and  a 
pro  rata  reduction  in  the  $2.4  million  base  rent  when  the 
Port  enters  into  each  Parcel  Lease.  The  revised  base 
rent  will  reflect  the  available  parking  spaces  on  the 
remaining  parcels  subject  to  the  Master  Lease. 

b.  Percentaqe  Rent:  Master  Developer  will  be  required  to 
pay  the  Port  66%  of  gross  lease  revenues  after  allowed 
expenses. 

c.  Term:  The  term  of  the  Master  Lease  will  end  when  all  of 
the  Development  Parcels  have  been  released  for 
development.  If  the  Master  Lease  is  terminated  early 
and  the  early  termination  would  occur  during  a  baseball 
season,  the  Master  Lease  will  not  terminate  until  the  last 
day  of  the  first  full  month  following  the  end  of  that 
season  or,  at  the  Port's  election,  when:  (i)  the  Master 
Lease  term  would  have  otherwise  expired;  or  (ii)  the 
Port  has  entered  into  contract  with  a  parking  operator  or 
other  tenant. 

d.  Coordination  with  DDA:  Technical  chanqes  mav  be 
required  to  coordinate  the  Master  Lease  with  the  DDA, 
including  provisions  such  as  mortgagee  protection  and 
restrictions  on  assignment  and  subletting. 

9.  Rent  under  Parcel 
Leases 

The  Parcel  Leases  will  include  rent  provisions  described 
briefly  below. 

a.    Reserve  Rent:  The  Port  has  established  a  minimum  of 
$3.5  million  in  annual  base  rent  in  the  aggregate  (the 
"Reserve  Rent")  for  eight  of  the  Development  Parcels 
(each,  an  "Option  Parcel"),  excluding  the  two  Lead 
Parcels  described  in  Subsection  c  below,  Parking 
Structure  Parcel  D,  and  Pier  48.  The  DDA  will  allocate 
the  Reserve  Rent  among  the  Option  Parcels,  taking  into 
account  their  projected  use  and  FAR.  The  allocated 
Reserve  Rent  will  set  the  floor  for  the  annual  base  rent 
that  the  Port  expects  to  receive  under  each  Parcel 
Lease  after  deducting  Development  Rights  Payments 
described  in  Section  14  (Development  Rights 
Payments).  If  the  Port  agrees  to  enter  into  a  Parcel 
Lease  with  prepaid  rent  or  with  a  greater  proportion  of 
rent  as  percentage  rent,  the  Reserve  Rent  will  be 
adjusted  accordingly.  The  Port  will  not  be  required  to 
enter  into  any  Parcel  Lease  for  an  Option  Parcel  unless 
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the  Port  has  determined  that  the  initial  base  rent  that  the 
Port  will  receive  under  the  Parcel  Lease  will  be  equal  to 
or  exceed  the  Reserve  Rent  allocated  to  that  Option 
Parcel. 

b.  Initial  Base  Rent  for  Option  Parcels:  Initial  annual  base 
rent  for  each  Option  Parcel  will  be  determined  in  relation 
to  the  amount  of  the  Development  Rights  Payment  and 
its  fair  market  leasehold  value  ("Leasehold  FMV"),  as 
determined  by  valuation  procedures  described  in 
Section  17  (Master  Developer's  Option  Rights). 
Generally  speaking,  the  sum  of  base  rent  over  the  life  of 
the  Parcel  Lease  plus  the  amount  of  the  Development 
Rights  Payment  should  represent  an  Option  Parcel's 
Leasehold  FMV.  A  Vertical  Developer  may  propose  to 
pay  reduced  base  rent  or  a  greater  proportion  of  rent  as 
percentage  rent  during  construction  and  pre-stabilization 
periods  under  the  Parcel  Lease,  and  if  Port  staff  is 
reasonably  satisfied  that  the  Port  would  receive  an 
economic  benefit  such  as  an  increase  in  the  value  of  the 
Option  Parcel  under  the  proposed  rent  structure,  the 
proposal  for  that  Option  Parcel  will  be  placed  on  the  Port 
Commission's  agenda  at  the  earliest  feasible 
opportunity. 

c.  Prepaid  Base  Rent  for  Lead  Parcels:  The  Lead  Parcels 
will  be  transferred  to  Master  Developer  Affiliates  by 
Parcel  Leases  under  which  rent  will  be  fully  prepaid, 
subject  to  Section  10  (Port  Participation  in  Capital 
Events)  The  parties  will  meet  and  confer  before  Project 
Approval  and  the  close  of  the  Transaction  Documents  to 
agree  on  the  Development  Parcels  to  be  designated  as 
Lead  Parcels  and  to  initiate  the  appraisal  process  with  a 
goal  of  establishing  Leasehold  FMV  within  90  days  after 
the  DDA  effective  date.  The  Leasehold  FMV  will  be 
determined  as  provided  in  Section  17  (Master 
Developer's  Option  Rights),  except  that  the  parties  will 
instruct  the  appraiser(s)  to  determine  the  Leasehold 
FMV  of  the  Lead  Parcels  assuming  that  rent  is  prepaid 
in  full.  The  parties  anticipate  that  they  will  designate  as 
Lead  Parcels  the  two  parcels  most  appropriate  to  lead 
development  of  the  Project,  but  will  consider  also 
whether  the  Port  has  obtained  authorization  from  State 
Lands  to  sell  any  Trust  Swap  Parcels  and  whether  the 
anticipated  Leasehold  FMV  of  the  Lead  Parcels  is  at 
least  equal  to  the  Total  Entitlement  Sum.  The  DDA  will 
provide  that  the  Port  will  enter  into  Parcel  Leases  for  the 
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Lead  Parcels  with  the  designated  Master  Developer 
Affiliates  as  soon  as  feasible  and  practicable  after  the 
Leasehold  FMV  has  been  determined. 

i.  If  the  Leasehold  FMV  of  the  Lead  Parcels 
determined  as  provided  in  Section  17  (Master 
Developer's  Option  Rights)  is  equal  to  the  Total 
Entitlement  Sum,  the  Port's  obligation  to  pay  the 
Total  Entitlement  Sum  to  Master  Developer  will  be 
satisfied  in  full  by  the  Port's  delivery  of  the  Parcel 
Leases  for  the  Lead  Parcels. 

ii.  If  the  Leasehold  FMV  of  the  Lead  Parcels  is  less 
than  the  amount  of  the  Total  Entitlement  Sum  when 
the  Port  delivers  the  Parcel  Leases  to  the  selected 
Master  Developer  Affiliates  (an  "Upset  Transfer"), 
the  following  will  apply. 

1 .  The  Leasehold  FMV  of  the  Lead  Parcels  will  be 
deemed  to  have  been  paid  by  the  Port's  delivery 
of  the  Parcel  Leases  for  the  Lead  Parcels. 
Developer  Return  on  the  unpaid  balance  of  the 
Total  Entitlement  Sum  (the  "Upset  Shortfall")  will 
be  subject  to  the  tolling  and  the  other  provisions 
of  Section  12  (Developer  Return). 

2.  During  the  tolling  period  under  Section  12 
(Developer  Return),  Master  Developer  may 
propose  alternate  mechanisms  to  fully  satisfy  the 
Port's  payment  obligations  to  Master  Developer. 
If  Port  staff  is  reasonably  satisfied  that  the 
proposal  would  fully  or  substantially  satisfy  the 
Upset  Shortfall,  the  proposed  revision  will  be 
placed  on  the  Port  Commission's  agenda  at  the 
earliest  reasonable  opportunity. 

iii.  If  the  Leasehold  FMV  of  the  Lead  Parcels  is  more 
than  the  amount  of  the  Total  Entitlement  Sum  when 
the  Parcel  Leases  close,  the  Port's  obligation  to 
pay  the  Total  Entitlement  Sum  to  Master  Developer 
will  be  satisfied  in  full  by  the  Port's  delivery  of  the 
Parcel  Leases  for  the  Lead  Parcels.  Master 
Developer,  at  its  option,  will:  (1)  tender  to  the  Port 
funds  equal  to  any  amount  by  which  the  Leasehold 
FMV  of  the  Lead  Parcels  exceeds  the  Total 
Entitlement  Sum  for  deposit  into  the  Development 
Rights  Account  described  in  Section  14  
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(Development  Rights  Payments);  or  (2)  coordinate 
with  the  Port  to  create  an  accounting  system 
reasonably  satisfactory  to  the  Port  to  track  the 
accrual  and  application  of  Development  Rights 
Payments. 

d.  Base  Rent  Increases:  Base  rent  under  each  Parcel 
Lease  will  escalate  as  follows:  In  every  10th  lease  year, 
annual  base  rent  will  be  increased  to  85%  of  the 
average  of  the  sum  of  annual  base  rent  plus  percentage 
rent  ("total  rent")  paid  to  the  Port  under  that  Parcel 
Lease  over  the  immediately  preceding  three  years. 

e.  Percentage  Rent  under  Parcel  Leases  subject  to 
Competitive  Solicitation:  Each  Parcel  Lease  will  include 
percentage  rent  in  a  form  dictated  by  use,  as  described 
below.  Vertical  Developers  will  be  required  to  pay  the 
Port  the  greater  of  percentage  rent  or  base  rent,  as 
documented  in  periodic  quarterly  reports  to  the  Port  and 
subject  to  an  annual  reconciliation,  all  in  a  manner 
similar  to  that  required  in  other  comparable  Port 
development  leases.  The  amount  of  percentage  rent  for 
Option  Parcels  that  are  offered  through  a  public 
solicitation  (each,  a  "Parcel  RFP")  as  described  in 
Section  18  (Public  Offerings)  will  be  determined 
generally  as  described  immediately  below.  A  Vertical 
Developer  may  propose  to  pay  an  alternative  form  of 
percentage  rent  under  the  Parcel  Lease,  and  if  Port  staff 
is  reasonably  satisfied  that  the  Port  would  receive  an 
economic  benefit  such  as  an  increase  in  the  value  of  the 
Option  Parcel  under  the  proposed  percentage  rent 
structure,  or  that  the  proposal  would  otherwise  meet  the 
Port's  revenue  objectives  for  that  Option  Parcel,  the 
proposal  will  be  placed  on  the  Port  Commission's 
agenda  at  the  earliest  feasible  opportunity. 

i.  Retail:  Beginning  in  lease  year  16,  the  Vertical 
Developer  must  pay  percentage  rent  in  the  amount 
of  15%  of  gross  rental  revenues  payable  to  the 
Vertical  Developer  under  its  retail  subleases. 

ii.  Rental  housing:  The  Vertical  Developer  must  pay 
percentage  rent  based  on  adjusted  gross  income 
("AG I")  or  net  operating  income  ("NOI"),  at  the 
Vertical  Developer's  election,  based  on  parameters 

 that  will  be  specified  in  the  PDA  and  Parcel  RFP 
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(see  Section  18  (Public  Offerings)). 

iii.    Commercial/office:  The  Vertical  Developer  must 
pay  percentage  rent  based  on  AGI  or  NOI,  based 
on  parameters  that  will  be  specified  in  the  DDA  and 
Parcel  RFP. 

f.       Percentage  Rent  under  Parcel  Leases  for  Option 

Parcels:  Where  an  Option  Parcel  is  to  be  acquired  bv 
a  Master  Developer  Affiliate  through  the  exercise  of  i 
Master  Developer's  option,  the  Master  Developer 
Affiliate  must  collaborate  with  the  Port  to  set  base  rent 
and  percentage  rent  under  the  Parcel  Lease  based  on: 
(i)  the  base  rent  as  determined  under  Subsection  b 
above;  and  (ii)  the  Master  Developer  Affiliate's  vertical 
development  pro  forma  incorporating  base  rent.  The 
pro  forma,  which  will  be  based  on  a  model  developed 
by  a  real  estate  economics  consultant  selected  by 
procedures  to  be  specified  in  the  DDA,  will  be  used  to 
demonstrate  that  the  Master  Developer  Affiliate's 
proposed  percentage  rent  payments  would  equal  the 
base  rent  in  the  year  in  which  the  building  rents  are 
projected  to  reach  stabilization.  The  following  example 
is  for  illustrative  purposes  only: 

•  The  Master  Developer  Affiliate  has  chosen  to 
pay  percentage  rent  based  on  AGI 

•  Rent  is  projected  to  stabilize  7  years  after  the 
base  rent  commencement  date 

•  Base  rent  is  $500,000  at  stabilization 

•  Projections  show  AGI  will  be  $6.25  million  at 
stabilization 

•  Percentage  rent  will  be  set  at  8%  of  AGI 
($500,000  +  $6.25  million) 

10.  Port 

Participation  in 
Capital  Events 

Except  as  provided  below,  each  Parcel  Lease  and  Purchase 
Agreement  will  include  provisions  for  Port  participation  in  any 
transfer  or  refinancing  (either,  a  "capital  event")  that  results  in 
the  Vertical  Developer's  receipt  of  proceeds  after  deducting 
its  costs  of  acquisition,  financing,  development  and  capital 
improvement  for  the  parcel,  and  transaction  costs  of  the 
capital  event  ("Net  Proceeds").  The  DDA  will  define  "Net 
Proceeds"  in  more  detail  for  each  type  of  capital  event  and 
will  establish  exclusions  for  affiliate  transfers. 

a.     Option  Parcel  Transfers:  When  the  capital  event  is  a 
Vertical  Developer's  transfer  of  an  Option  Parcel  the 
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following  will  apply: 

i.  If  the  transfer  closes  before  the  date  the  first  site  or 
building  permit  is  issued,  the  Vertical  Developer  will 
tender  to  the  Port  100%  of  the  Net  Proceeds  of  the 
third-party  purchase  price  and  the  Port  will  deposit 
the  payment  into  the  Development  Rights  Account. 

ii.  If  the  transfer  closes  on  or  after  the  date  the  Port 
first  issues  vertical  development  a  permit,  the 
Vertical  Developer  will  tender  to  the  Port  1 .5%  of 
the  Net  Proceeds. 

b.  Lead  Parcel  Transfers:  When  the  capital  event  is  a 
Vertical  Developer's  transfer  of  a  Lead  Parcel  the 
following  will  apply: 

i.  If  the  Port  transfers  the  Lead  Parcel  to  the  Vertical 
Developer  in  an  Upset  Transfer,  the  Port  will  not  be 
entitled  to  participate. 

ii.  If  the  transfer  closes  before  the  earlier  of  the  date 
the  first  vertical  development  permit  is  issued  and 
3  years  after  the  date  the  Port  tenders  the  Parcel 
Lease  for  the  Lead  Parcel,  the  Vertical  Developer 
will  tender  to  the  Port  50%  of  the  Net  Proceeds  of 
the  transfer,  and  the  Port  will  deposit  the  payment 
into  the  Development  Rights  Account. 

iii.  If  the  first  transfer  closes  less  than  10  years  after 
the  date  the  Port  first  issues  a  certificate  of 
occupancy  for  the  building,  the  Port  will  not  be 
entitled  to  participate,  but  for  any  subsequent 
transfer  that  closes  less  than  10  years  after  the  date 
the  Port  first  issues  a  certificate  of  occupancy  for 
the  building,  the  Vertical  Developer  will  tender  to  the 
Port  1.5%  of  the  Net  Proceeds. 

iv.  If  the  transfer  closes  1 0  years  or  more  after  the  date 
the  Port  first  issues  a  certificate  of  occupancy  for 
the  building,  the  Vertical  Developer  will  tender  to  the 
Port  1.5%  of  the  Net  Proceeds. 

c.  Trust  Swap  Parcel  Transfers:  Trust  Swap  Parcels  that 
are  sold  to  a  Vertical  Developer  will  be  subject  to  a 
deed  restriction  providing  for  a  contractual  transfer  fee 

 on  each  sale  after  the  initial  sale  of  the  parcel  or,  
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where  the  parcel  has  been  subdivided,  of  each 
residential  or  commercial  condominium.  The  transfer 
fee  will  be:  (i)  1%  of  the  sale  price  (after  costs  of  sale 
only)  of  a  residential  condominium;  and  (ii)  1.5%  of  the 
Net  Proceeds  of  commercial  condominiums  or  parcels 
and  multi-family  rental  buildings. 

d.       Refinancinq:  When  the  capital  event  is  a  refinancing, 
the  DDA  will  provide  that  the  Port  will  be  entitled  to  a 
transfer  fee  of  1.5%  of  the  Net  Proceeds  of  the 
refinancing.  Net  Proceeds  will  exclude  any  loan 
proceeds  that  are  designated  for  investment  and  are 
actually  invested  in  capital  improvement  of  the  parcel. 

11.  Horizontal 
Development 
Costs 

As  outlined  in  Section  13  (Public  Financing  Mechanisms), 
public  financing  of  Horizontal  Development  Costs  will  be 
based  on  the  acquisition  model  under  which  Master 
Developer  will  be  responsible  for  paying  upfront  for  all 
Horizontal  Development  Costs,  except  to  the  extent  that  the 
City  provides  direct  funding  for  any  Public  Facilities  or 
Infrastructure.  Master  Developer  will  own  all  Infrastructure 
and  Public  Facilities  for  which  it  pays  until  they  are  delivered 
to  and  accepted  by  the  City  or  Port,  as  applicable.  The  City 
or  Port,  as  applicable,  will  be  obligated  to  acquire 
Infrastructure  and  Public  Facilities  from  Master  Developer 
with  acquisition  payments.  Acquisition  payments  will  be 
sufficient  to  reimburse  Master  Developer  for  its  Horizontal 
Development  Costs  and  pay  Developer  Return.  Acquisition 
payments  will  be  funded  from  Development  Rights  Payments 
(including  prepaid  rent),  proceeds  of  the  sale  of  (any)  Trust 
Swap  Parcels,  special  taxes,  Net  Available  Increment,  and 
the  proceeds  of  public  financing  in  accordance  with  the 
Financing  Plan.  In  addition,  the  Port  may  apply  any  other 
public  sources  of  funds  identified  in  the  Financing  Plan  or 
Phase  Budget  (defined  below  in  Subsection  b)  or  that  the 
Port  otherwise  determines  in  its  sole  discretion. 

The  Port  and  Master  Developer  anticipate  using  public 
financing  mechanisms  funded  by  revenues  generated  by  the 
Project  to  meet  the  Port's  obligation  to  pay  directly  for  or 
reimburse  Master  Developer's  eligible  Horizontal 
Development  Costs,  with  the  goals  of  reducing  Project  risks, 
accelerating  Project  benefits,  and  increasing  Port 
participation  payments  and  other  benefits  to  the  parties, 
Vertical  Developers,  and  the  public.  A  detailed  Financing 
Plan  that  will  be  a  part  of  the  DDA  will  set  forth  all  public 
financing  mechanisms  and  phasing  of  the  public  financing 
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that  the  parties  anticipate  using  for  Mission  Rock 
development,  including  public  financing  mechanisms  to  be 
used  for  ongoing  operating  and  maintenance  costs  of  Public 
Facilities. 

a.  "Horizontal  Development  Costs"  will  consist  of  "Hard 
Costs"  and  "Soft  Costs"  of  horizontal  development  and 
predevelopment  costs  leading  to  Entitlement  and 
Project  Approval  (the  "Entitlement  Costs").  The  DDA 
will  include  detailed  definitions  and  specify  conditions 
and  limitations  that  will  apply  to  Horizontal 
Development  Costs,  but  generally  speaking  will 
include  expenses  Master  Developer  actually  incurs 
and  pays  in  accordance  with  the  DDA  for  the 
Infrastructure  and  Public  Facilities.  The  DDA  will  also 
establish  the  extent  to  which  any  additional  costs  such 
as  pilings  installed  on  Development  Parcels  and 
project  management  fees  will  be  deemed  Horizontal 
Development  Costs  for  the  Phase  Budgets,  all  subject 
to  any  legal  limitations  on  the  anticipated  sources  of 
financing  for  these  additional  costs. 

b.  Before  the  first  Development  Parcel  in  any  Phase  is 
released  for  vertical  development,  Master  Developer 
will  provide  the  Port  with  a  detailed,  line  item  estimate 
of  applicable  Horizontal  Development  Costs  for  the 
Phase  (the  "Phase  Budget").  Each  Phase  Budget 
must  be  consistent  with  the  DDA,  the  Infrastructure 
Plan,  and  the  Financing  Plan  and  include:  (i)  an 
accounting  of  Horizontal  Development  Costs  and 
Developer  Return  for  previous  Phases;  and  (ii)  a 
proposal  for  allocating  among  Development  Rights 
Payments  (including  prepaid  rent),  proceeds  of  any 
sale  of  Trust  Swap  Parcels,  special  taxes,  Net 
Available  Increment,  and  proceeds  of  public  financing 
as  sources  of  repayment.  The  Port  will  review  the 
Phase  Budget  and  indicate:  (x)  concurrence  or 
disagreement  as  to  the  proposed  allocation  of  sources 
to  meet  its  payment  obligations;  and  (y)  the  Port's 
intended  debt  issuance  strategy  to  meet  its  payment 
obligations  under  the  DDA,  which  it  will  implement  in 
accordance  with  the  DDA.  Master  Developer's 
proposal  will  be  subject  to  the  Port's  reasonable 
approval  before  any  Development  Parcel  in  the  Phase 
is  offered  for  vertical  development.  The  DDA  will 
specify  procedures  for  the  Port's  review  of  Phase 

 Budgets  and  resolution  of  related  disputes  between 
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the  parties. 

c.  The  DDA  will  also  provide  standards  and  procedures 
for  a  third-party  audit  of  all  Horizontal  Development 
Costs  for  each  Phase  and  the  entire  Project. 

12.  Developer 
Return 

Through  research,  the  parties  have  determined  a  rate  of 
Developer  Return  that  reflects  the  risk  of  horizontal 
development  in  the  Bay  Area  under  current  economic 
conditions.  Developer  Return  will  be  calculated  separately 
for  Entitlement  Costs  and  for  each  Phase  of  the  Project. 
Developer  Return  will  accrue  on  Entitlement  Costs  beginning 
on  January  1,  2012. 

a.  Except  in  the  case  of  an  Upset  Transfer,  Developer 
Return  will  be  the  greater  of:  (i)  the  amount  that  is 
equivalent  to  a  20%  cumulative  annual  return  on 
unreimbursed  Horizontal  Development  Costs;  and 

(ii)  the  amount  that  is  1.5  times  the  highest  balance  of 
Horizontal  Development  Costs  outstanding  for  that 
Phase.  Developer  Return  will  accrue  only  on 
Horizontal  Development  Costs  that  Master  Developer 
actually  incurs  and  pays,  subject  to:  (x)  any  cost  caps 
established  by  guaranteed  maximum  price  contracts 
where  feasible;  and  (y)  conditions  specified  in  the 
DDA. 

b.  In  the  case  of  an  Upset  Transfer  of  Lead  Parcels,  the 
following  will  apply  to  the  Upset  Shortfall. 

i.  Developer  Return  will  be  tolled  for  6  months  after 
the  Parcel  Leases  for  the  Lead  Parcels  close  to 
provide  the  Port  with  an  opportunity  to  marshal 
available  funding  sources  to  pay  off  the  Upset 
Shortfall.  The  Port  may  take  any  measures  to 
marshal  funds  or  choose  not  to  take  any  measures 
in  its  sole  discretion,  except  that  Master  Developer 
must  agree  to  any  Port  proposal  to  use 
Development  Rights  Payments  payable  in  later 
Phases  as  a  source  of  funds. 

ii.  If  the  Port  has  not  paid  the  full  amount  of  the  Upset 
Shortfall  to  Master  Developer  within  the  6-month 
tolling  period,  then  Developer  Return  on  the  Upset 
Shortfall  will  be  the  greater  of:  (i)  one-half  of  the 
amount  of  the  Upset  Shortfall;  and  (ii)  the  amount 
that  is  equivalent  to  a  20%  cumulative  annual  return 
on  the  Upset  Shortfall  from  the  date  of  the  Upset 
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Transfer,  subject  to  a  cap  equal  to  the  amount  of 
the  Upset  Shortfall.  When  accrued  Developer 
Return  reaches  the  cap,  the  Port  will  identify  the 
sources  from  the  Site  (which  may  include  rent 
credits)  that  it  anticipates  using  to  satisfy  this 
payment  obligation  expeditiously. 

The  following  example  is  provided  for  the  purpose 
of  illustration  only: 

•  Assume  $30  million  in  Entitlement  Costs  and 
Development  Rights  Payment  of  $25  million  for 
the  Lead  Parcels,  leaving  an  Upset  Shortfall  of 
$5  million. 

•  If  the  Port  pays  Master  Developer  6  months  and 
a  day  after  the  Upset  Transfer  date,  then  the 
payment  to  Master  Developer  would  be  $7.5 
million  representing  $5  million  of  return  of  equity 
applied  to  unreimbursed  Horizontal 
Development  Costs  and  $2.5  million  of 
Developer  Return. 

•  If  the  Port  is  unable  to  pay  for  an  extended 
period,  Developer  Return  continues  to  accrue  at 
20%  until  it  reaches  the  $5  million  cap,  and  the 
Port's  total  payment  obligation  to  Master 
Developer  would  be  $10  million. 

c.      As  an  incentive  for  Master  Developer  to  implement  the 
Project  and  maintain  ongoing  operations  in  a  manner 
that  will  maximize  lease  revenues  to  the  Port,  Master 
Developer  will  receive  20%  of  the  amount  by  which  the 
total  rent  the  Port  receives  each  year  from  all  parcels 
at  SWL  337,  excluding  participation  in  capital  events, 
exceeds  $4.5  million,  without  escalation,  for  45  years 
beginning  in  the  year  in  which  total  rent  first  exceeds 
$4.5  million. 


13.  Public  Financing 
Mechanisms 


The  DDA  will  describe  in  greater  detail  principal  public 
financing  mechanisms  being  considered  to  finance  Horizontal 
Development  Costs,  address  the  impacts  of  public  financing 
(and  tax-exempt  debt  in  particular)  on  the  Project,  and 
provide  for  ongoing  operations  and  maintenance  costs  of 
Public  Facilities. 


Before  any  public  debt  is  issued,  the  parties  will  enter  into  an 
34 


Lodged  with  Port  Commission  Secretary 

February  22,  2013 


Acquisition  Agreement,  which  will  specify  the  procedures  and 
conditions  for  the  City's  purchase  of  or  direct  payment  for 
Infrastructure  and  Public  Facilities  with  public  financing  and 
any  other  available  public  sources  of  funds. 

Currently,  the  primary  financing  mechanisms  being 
considered  are: 

a.      Community  Facilities  District:  The  City  would  form  a 
single  community  facilities  district  ("CFD")  over  the 
entire  Site  in  accordance  with  the  Mello-Roos 
Community  Facilities  Act  of  1982,  with  improvement 
areas  annexed  to  the  CFD  at  each  Phase.  Special 
taxes  will  be  levied  against  the  leasehold  and  fee 
interests  in  taxable  parcels.  The  DDA  will  authorize 
two  tranches  of  CFD  bond  debt;  the  first  would  be 
used  to  pay  directly  for  or  reimburse  Master  Developer 
for  its  Horizontal  Development  Costs  and  pay  a  portion 
of  Developer  Return  to  be  determined  after 
consultation  between  the  parties;  the  second  would  be 
available  to  pay  for  a  portion  of  waterfront 
infrastructure  to  protect  the  Project  from  perils 
associated  with  climate  change  and  sea  level  rise. 
The  City  will  consult  with  Master  Developer  on  the 
timing  of  CFD  debt  issuances  before  horizontal 
construction  for  each  Phase  begins,  but  the  City  will 
retain  sole  discretion  over  timing  and  other  conditions 
of  debt  issuance.  The  parties  anticipate  that  CFD  debt 
will  be  issued  in  coordination  with  horizontal  and 
vertical  development  schedules  and  will  be  repaid  by 
special  taxes  paid  by  private  landowners  and  ground 
lessees  and,  subject  to  conditions  to  be  specified  in 
the  DDA,  by  Net  Available  Increment  (as  defined  in 
Subsection  b  below). 

The  rate  and  method  of  apportionment  of  special  taxes 
("RMA")  for  the  CFD  will  establish  a  maximum  tax  rate 
for  each  taxable  parcel,  differentiating  between 
residential  and  non-residential  and  developed  and 
undeveloped  parcels  and  specify  the  order  in  which 
special  taxes  will  be  levied  against  different  types  of 
parcels.  The  RMA  will  be  developed  by  the  Port's 
special  tax  consultant,  in  consultation  with  Master 
Developer,  Port  and  City  staff,  and  other  consultants 
selected  by  the  Port  or  City.  The  RMA  may  provide  for 
the  maximum  rate  for  special  taxes  to  escalate  over 
 time.  The  Port  and  Master  Developer  will  agree  upon 
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a  maximum  tax  burden,  taking  into  account  ad  valorem 
property  taxes,  the  proposed  special  taxes  for  the 
CFD,  and  any  overlapping  special  taxes  and 
assessments. 

b.      Infrastructure  Financing  District  Project  Areas:  In  early 
2013,  the  Board  is  expected  to  consider  adopting 
"Guidelines  for  the  Establishment  and  Use  of  an 
Infrastructure  Financing  District  with  Project  Areas  on 
Land  under  the  Jurisdiction  of  the  San  Francisco  Port 
Commission"  (the  "Port  IFD  Guidelines")  substantially 
in  the  form  and  substance  attached  as  Exhibit  G. 
Consistent  with  the  Port  IFD  Guidelines,  if  adopted, 
the  City  would  form  a  single  infrastructure  financing 
district  ("IFD")  consisting  of  all  Port  property 
("waterfront  district")  in  accordance  with  Government 
Code  sections  53395-53397.1 1 .  Following  CEQA 
review,  the  City  would  then  consider  formation  of 
project-specific  project  areas  and  adoption  of  project- 
specific  infrastructure  financing  plans  (each,  an  "IFD 
financing  plan").  The  City  may  seek  judicial  validation 
of  one  or  more  of  the  formation  of  the  waterfront 
district,  the  allocation  of  tax  increment  to  the  waterfront 
district,  and  the  issuance  of  tax  increment  bonds,  and, 
if  so,  Master  Developer  will  cooperate  reasonably  with 
the  City  in  bringing  the  validation  action(s). 

The  IFD  financing  plans  will  authorize  tax  increment 
from  the  project  area  and  allocated  to  the  waterfront 
district  to  finance  costs  of  Infrastructure  and  Public 
Facilities  to  be  specified  in  the  adopted  IFD  financing 
plans.  Costs  of  Pier  48  Rehabilitation  (excluding  any 
costs  that  are  the  obligation  of  the  Pier  48  tenant 
under  the  Pier  48  lease)  and  pilings  installed  on 
Development  Parcels  will  also  be  eligible  uses  of  tax 
increment  under  the  IFD  financing  plans. 

In  this  Term  Sheet,  "project  area"  means  a  project 
area  consisting  of  any  portion  of  the  Site.  Tax 
increment  may  be  used:  (i)  to  pay  Horizontal 
Development  Costs  on  a  pay-as-you-go  basis;  (ii)  to 
service  tax  increment  bond  financing  used  to  pay 
Horizontal  Development  Costs;  (iii)  to  repay  CFD  debt; 
and  (iv)  for  any  other  purpose  authorized  by  IFD  law. 
Vertical  Developers  will  be  required  to  pay  any 
shortfall  in  anticipated  property  taxes  caused  by  a 
 downward  reassessment  of  the  Development  Parcel 
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subject  to  their  Parcel  Leases  through  a  levy  of  special 
taxes. 

"Net  Available  Increment"  will  consist  solely  of  the 
City's  share  of  available  tax  increment  from  the  project 
area  that  the  City  receives  from  the  Site,  subject  to 
limitations  under  IFD  law,  the  Port  IFD  Guidelines,  and 
the  IFD  financing  plan.  No  tax  increment  from  the 
project  area  that  is  allocated  to  local  school  or  college 
districts  or  other  taxing  entities  will  be  allocated  to  the 
waterfront  district  under  the  IFD  financing  plan  for  the 
project  area. 

To  the  extent  permitted  by  law,  Net  Available 
Increment  will  be  used  to  reimburse  Master  Developer 
for  its  Horizontal  Development  Costs.  The  base  year 
for  the  project  area  will  be  the  fiscal  year  in  which  the 
Board  adopts  the  ordinance  approving  the  IFD 
financing  plan  unless  the  adopted  IFD  financing  plan 
for  the  project  area  specifies  otherwise.  The  Port  will 
seek  Board  approval  of  an  IFD  financing  plan  under 
which  up  to  $0.65  per  property  tax  dollar  of  Net 
Available  Increment  from  the  project  area  will  be 
allocated  to  the  waterfront  district  for  the  Project 
beginning  in  the  fiscal  year  following  the  base  year  and 
will  be  allocated  to  the  waterfront  district  for  45  years 
from  the  date  the  waterfront  district  actually  receives 
$100,000  of  Net  Available  Increment  from  the  project 
area.  The  Summary  Pro  Forma  attached  as  Exhibit  E 
assumes  that  $.65  per  property  tax  dollar  of  Net 
Available  Increment  is  allocated  to  the  Project.  Until 
IFD  bonds  are  issued  and  to  the  extent  that  Net 
Available  Increment  from  the  project  area  has  not 
been  pledged  for  debt  service  or  other  Project 
obligations,  the  Net  Available  Increment  allocated  to 
the  waterfront  district  will  be  available  to  reimburse 
Master  Developer  for  Horizontal  Development  Costs 
on  a  pay-as-you-go  basis. 

c.       Bonds.  The  City  will  determine  in  its  sole  discretion 
the  timing,  amounts,  and  terms  of  any  bonds  that  it 
issues  for  the  Project,  but  agrees  that  any  bond 
issuance  will  be  made  after  consultation  with  Master 
Developer,  consistent  with  terms  and  conditions  to  be 
specified  in  detail  in  the  DDA.  Bonds  will  be  issued 
consistent  with  the  Port's  payment  obligations  under 

 the  DDA,  applicable  federal  tax  law  and  regulations, 
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other  applicable  law,  and  any  Acquisition  Agreement 
executed  by  the  Port  and  Master  Developer. 

The  City  intends  to  issue  bonds  as  early  in  the 
development  process  as  feasible  to  limit  the  Port's 
reimbursement  obligation  to  the  extent  possible.  One 
possible  means  of  doing  so  is  the  issuance  of  CFD 
bonds  early  in  each  Phase  of  the  Project,  subject  to 
municipal  debt  policy  limitations.  Under  the  City's 
policy,  the  City  may  issue  bonds  when  the  assessed 
value  of  the  land  and  improvements  is  at  least  three 
times  greater  than  the  principal  amount  of  the  bonds, 
or  any  higher  value-to-debt  ratio  required  by  bond 
underwriters.  CFD  bonds  will  be  issued  in  amounts 
that  take  into  account  the  maximum  special  tax  rate 
and  debt  service  coverage  ratios  required  by  the  City's 
debt  policy  and  any  bond  indenture. 

Bonds  that  the  City  issues  for  this  purpose  will  be 
secured  by  a  pledge  of  special  taxes  from  the  CFD  (for 
CFD  bonds),  or  of  Net  Available  Increment  (for  IFD 
bonds),  and  by  the  funds  and  accounts  established 
under  the  debt  issuance  instrument.  Under  no 
circumstances  will  any  bondholder  have  recourse  to 
either  the  City  General  Fund  or  the  Port  Harbor  Fund. 

The  DDA  will  specify  certain  Events  of  Default  (to  be 
defined  in  the  DDA)  that  will  excuse  the  City  from 
issuing  bonds,  levying  and  applying  special  taxes  to 
the  Project  (except  to  service  previously  issued  CFD 
bonds),  or  allocating  Net  Available  Increment  to  the 
waterfront  district. 

d.      Maintenance  Districts:  The  City  anticipates  creating  a 
maintenance  CFD  over  the  entire  Site,  with  areas 
annexed  to  the  district  as  each  Phase  is  developed. 
Maintenance  special  taxes  levied  against  each  taxable 
Development  Parcel  would  provide  pay-as-you-go 
funds  for  operating  and  maintenance  costs  of  certain 
Public  Facilities  to  be  specified  in  the  DDA  and  the 
Financing  Plan. 
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14.  Development 
Rights  Payments 


Prepaid  rents  under  Parcel  Leases  (each,  a  "Development 
Rights  Payment")  will  provide  an  important  source  of  funds 
from  which  Port  will  reimburse  Master  Developer's  Horizontal 
Development  Costs  and  pay  Developer  Return. 


a.  The  parties  will  use  each  Phase  Budget  described  in 
Section  11  (Horizontal  Development  Costs)  to  assist 
in  determining  the  amount  of  the  Development  Rights 
Payments  that  Vertical  Developers  will  be  required  to 
pay  as  a  condition  to  entering  into  Parcel  Leases  for 
Option  Parcels  in  the  Phase.  The  parties  will  take  into 
consideration:  (i)  the  amount  of  Horizontal 
Development  Costs  and  anticipated  accrual  of 
Developer  Return  for  the  Phase;  (ii)  any  outstanding 
Horizontal  Development  Costs  and  Developer  Return 
from  previous  Phases;  and  (iii)  pay-as-you-go  special 
taxes,  Net  Available  Increment,  and  net  proceeds  of 
CFD  bonds  that  are  conservatively  projected  to  be 
available  for  the  Phase.  The  Phase  Budget  will 
include  Master  Developer's  proposal  for  the  amount  of 
the  Development  Rights  Payment  for  the  Phase  and  a 
reasonable  allocation  among  the  parcels  in  the  Phase. 
The  DDA  will  provide  mechanisms  for  the  parties  to 
adjust  the  amounts  and  allocation  of  Development 
Rights  Payments  within  the  Phase  after  receiving  the 
appraisal  for  the  first  parcel  and  at  other  times  by 
agreement. 

b.  Development  Rights  Payments  (except  where  credited 
against  Entitlement  Costs)  and,  if  applicable,  the 
proceeds  of  the  sale  of  any  Trust  Swap  Parcel,  will  be 
deposited  into  a  deposit  account  established  with  a 
local  branch  of  a  financial  institution  acceptable  to  both 
parties  (the  "Development  Rights  Account"),  subject  to 
a  control  agreement.  The  control  agreement  will  set 
forth  conditions  under  which  distributions  from  the 
account  (each,  a  "Distribution")  may  be  made. 

c.  The  funds  will  be  held  and  will  be  disbursed  only 
according  to  the  written,  joint  instructions  of  the  parties 
in  accordance  with  the  DDA  and  control  agreement. 
The  DDA  and  control  agreement  will  provide  for 
Distributions  to  be  made  immediately  after  receipt  of 
any  Development  Rights  Payment,  and  applied  as 
follows: 
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i.  first  to  pay  any  accrued  Developer  Return;  and 

ii.  then  to  reimburse  Master  Developer  for  any 
unreimbursed  Horizontal  Development  Costs. 

d.  If  funds  in  the  account  are  available  at  any  time  when 
the  Port's  payment  obligations  for  Developer  Return 
and  Horizontal  Development  Costs  are  satisfied,  the 
parties  may  elect  to: 

i.  pay  directly  for  Horizontal  Development  Costs  of  the 
Phase  then  in  development; 

ii.  hold  the  funds  for  any  future  Phase  until  completion 
of  the  horizontal  development  for  the  entire  Project 
("Final  Completion");  or 

iii.  defer  any  further  Distributions  for  future  payments  to 
Master  Developer. 

e.  Periodically,  but  no  less  frequently  than  at  the 
inception  of  Phase  2  and  of  each  subsequent  Phase, 
the  parties  will  review  the  Horizontal  Development 
Costs  incurred  and  Developer  Return  accrued  and  the 
application  of  Distributions  and  other  Port  sources  of 
funds  as  specified  in  the  Phase  Budget,  and  reconcile 
these  figures  to  the  extent  practicable,  according  to 
procedures  that  will  be  set  forth  in  the  DDA.  Based  on 
these  figures,  the  parties  will  agree  on  an  amount  to 
be  retained  in  the  Development  Rights  Account  to  pay 
Developer  Return  until  a  final  accounting  after  Final 
Completion  can  be  completed,  taking  into  account 
public  financing  and  other  sources  available  to 
reimburse  Horizontal  Development  Costs. 

f.  After  Final  Completion,  Distributions  of  any  funds  then 
remaining  in  the  Development  Rights  Account  will  be 
made  in  the  following  order  of  priority,  until  all  funds 
have  been  disbursed: 

i.  to  Master  Developer  until  Master  Developer  has 
been  paid  in  full  for  all  accrued  Developer  Return; 
then 

ii.  to  Master  Developer  to  pay  unreimbursed 
Horizontal  Development  Costs;  then 
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iii.  to  pay  down  or  create  additional  reserves  for  any 
existing  or  anticipated  public  financing  for  the 
Project;  then 

iv.  to  the  Port's  Harbor  Fund. 


15.  Open  Spaces, 
Parks,  and 
Recreation 


As  part  of  the  Public  Facilities,  Master  Developer  will  develop 
major  new  parks  and  open  spaces  connecting  Mission  Rock 
with  surrounding  neighborhoods  and  the  waterfront.  The 
development  of  these  Public  Facilities  will  be  distributed 
among  the  Phases  so  that  parks  and  open  spaces  are 
generally  completed  concurrent  with  the  completion  of 
appropriate  adjacent  vertical  development.  Under  Master 
Developer's  current  proposal  for  phasing,  as  shown  in 
Exhibit  C  (Illustrative  Phasing  Plan),  China  Basin  Park  would 
be  included  in  Phase  2  and  Mission  Rock  Square  would  be 
provided  in  Phase  3. 

Parks  and  open  spaces  will  be  owned  by,  and  will  remain 
under  the  jurisdiction  of,  the  Port,  and  will  be  managed  and 
programmed  by  Master  Developer,  subject  to  Port  approval 
and  conditions  of  the  BCDC  major  permit  applicable  to  the 
Site.  Maintenance  of  the  parks  and  open  spaces  will  be 
funded  by  special  taxes  imposed  on  Vertical  Developers 
through  the  CFD.  These  parks,  totaling  approximately 
8  acres,  are  described  below. 

i.  China  Basin  Park,  a  5-acre  regional  waterfront  park 
located  on  China  Basin  across  from  AT&T  Park,  will 
include  a  great  lawn  open  space  and  special  event  area,  a 
waterfront  cafe  with  outdoor  seating,  a  junior  baseball 
field,  gardens  and  picnic  areas,  and  a  promenade 
connection  to  Channel  Plaza. 

ii.  Mission  Rock  Square  will  be  located  at  the  heart  of 
Mission  Rock.  The  Square  will  include  a  large  multi-use 
lawn,  plaza,  and  cafe  pavilion.  The  Square  will  be  framed 
by  a  mix  of  residential  and  commercial  uses,  including 
ground-floor  retail. 

ii.  Channel  Plaza  will  be  a  hardscaped  Yz-acre  plaza  set 
upon  an  active  wharf  with  views  of  working  maritime 
vessels  and  other  marine  uses. 


16.  Parking 
Structure 


SWL  337  is  currently  used  as  a  surface  parking  lot  that 
provides  a  substantial  amount  of  parking  for  games  and 
special  events  at  AT&T  Park.  In  light  of  the  need  for  parking 
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to  support  AT&T  Park,  and  in  recognition  of  soils  conditions 
that  limit  the  construction  of  subsurface  parking: 

a.  The  Project  includes  a  Parking  Structure  on  Parcel  D 
with  approximately  2,300  spaces  that  will  support  new 
development  and  maximize  shared  parking  for  AT&T 
Park.  The  Parking  Structure  will  be  developed  in  an 
early  Phase  so  that  structured  parking  will  be  available 
for  the  Project,  ballpark,  event  and  other  public  parking 
needs  as  available  surface  parking  is  lost. 

b.  Street  parking  and  nearby  sites  external  to  the  Site 
where  public  parking  is  available  will  be  considered 
when  evaluating  the  parking  needs  of  AT&T  Park  and 
the  Project  during  all  Phases. 

c.  The  San  Francisco  Municipal  Transportation  Agency 
("SFMTA")  has  agreed  to  explore  the  feasibility  of 
SFMTA  financing  and  operating  the  Parking  Structure. 
Master  Developer  acknowledges  that  any  relationship 
with  SFMTA  should  it  decide  to  finance  and  operate 
the  Parking  Structure  may  include  additional 
conditions  to  ensure  a  successful  operation.  Should 
SFMTA  conclude  that  the  Parking  Structure  is  not 
feasible  as  an  SFMTA  project,  other  potential  sources 
of  financing  and  other  measures  needed  to  make  the 
Parking  Structure  financially  feasible  will  be  explored. 
For  example,  should  the  Parking  Structure  be  offered 
for  development  to  a  Vertical  Developer:  (i)  the  Vertical 
Developer  may  be  relieved  of  any  obligation  to  make  a 
Development  Rights  Payment;  and  (ii)  rent  may  be 
abated  until  construction  debt  is  fully  retired  and  the 
Vertical  Developer  has  received  a  reasonable  rate  of 
return  on  its  equity. 

d.  Financing  for  the  Parking  Structure  may  be  bifurcated 
so  that  AT&T  Park  season  ticketholders  have  the 
opportunity  to  reserve  parking  spaces.  Any  reserved 
parking  arrangement  would  be  negotiated  with 
reference  to  the  financing  plan  for  the  Parking 
Structure  and  applicable  limitations  of  federal  and 
state  tax  law  if  SFMTA  finances  any  portion  of  the 
Parking  Structure  on  a  tax-exempt  basis. 

e.  The  Port  does  not  expect  to  provide  any  public 
financing  for  the  Parking  Structure  except  CFD  bond 

 financing  that  will  be  repaid  by  special  taxes  levied  on 
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the  taxable  parcels  at  the  Site  or  taxable  parcels  off- 
site  that  will  benefit  from  the  Parking  Structure. 

17.  Master 

Developer's 
Option  Rights 

Master  Developer,  itself  or  through  designated  Master 
Developer  Affiliates,  will  have  options  to  enter  into  Parcel 
Leases  for  and  to  vertically  develop  the  Option  Parcels  when 
they  are  offered  for  vertical  development  on  conditions 
described  in  this  Section. 

a.  Market  Conditions  Consultation:  The  DDA  will 
describe  procedures  by  which  the  parties  will  meet  and 
confer  and,  with  the  assistance  of  a  real  estate 
professional,  decide  when  market  conditions  support 
vertical  development  of  an  Option  Parcel,  based  in 
part  on  the  anticipated  Leasehold  FM V  of  the  Option 
Parcel.  If  (i)  the  required  amount  of  the  Development 
Rights  Payment  has  been  determined;  (ii)  the  parties 
have  agreed  to  proceed  with  development  of  an 
Option  Parcel;  and  (iii)  Master  Developer  has  indicated 
its  preliminary  willingness  to  exercise  its  option, 
contingent  on  its  Leasehold  FMV,  the  parties  will  begin 
an  appraisal  process  to  confirm  the  Option  Parcel's 
Leasehold  FMV. 

b.  Fair  Market  Rental  Value  Determination:  Once  thev 
have  decided  to  proceed  with  development  of  an 
Option  Parcel,  the  parties  will  issue  joint  instructions  in 
a  form  previously  approved  by  State  Lands  and 
attached  to  the  DDA  to  a  member  of  the  Appraisal 
Institute  who  meets  specified  qualifications  ("Qualified 
Appraiser")  to  prepare  an  appraisal  report.  If  the 
parties  agree  on  the  value  conclusion,  the  appraisal 
report  will  be  final  for  the  purpose  of  the  option.  Either 
party  may  dispute  the  appraisal  report  and  each  party 
will  then  have  the  right  to  engage  another  Qualified 
Appraiser  to  prepare  an  appraisal  report  using  the 
same  instructions.  Currently,  the  parties  anticipate 
that  appraisal  disputes  will  be  resolved  as  follows: 

i.  If  the  difference  between  the  parties'  value 
conclusions  is  10%  or  less  of  the  higher  value,  then 
the  Leasehold  FMV  will  be  the  average  of  the  two 
values. 

ii.  If  the  difference  between  parties'  value  conclusions 
is  greater  than  10%  of  the  higher  value,  then  the 
parties  will  select  a  third  Qualified  Appraiser  to 
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perform  a  third  appraisal  using  the  same 
instructions,  and  the  Leasehold  FMV  will  be 
established  as  follows: 

1 .  If  the  difference  between  the  value  conclusion 
in  the  Port's  appraisal  and  the  third  value  is 
10%  or  less,  then  the  Leasehold  FMV  will  be 
the  average  of  those  two  values. 

2.  If  the  difference  between  value  conclusion  in 
Master  Developer's  appraisal  and  the  third 
value  is  10%  or  less,  then  the  Leasehold  FMV 
will  be  the  average  of  those  two  values. 

3.  If  neither  the  Port's  nor  Master  Developer's 
value  conclusion  is  within  10%  of  the  third 
value,  or  if  both  the  Port's  and  Master 
Developer's  value  conclusions  are  within  10% 
of  the  third  value,  the  third  value  will  be  deemed 
Leasehold  FMV. 

c.       Port's  Right  to  Put  Parcel:  If  the  Port  believes  after 
consultation  as  described  above  that  Leasehold  FMV 
is  at  least  equal  to  the  allocated  Reserve  Rent  for  an 
Option  Parcel,  the  Port  will  have  the  right  to  require 
Master  Developer  to  exercise  or  lose  its  option  as 
follows.  The  Port  will  exercise  this  right  by  delivering 
notice  to  Master  Developer  (a  "Put  Notice")  that  the 
Port  will  offer  the  Option  Parcel  to  the  market  as 
described  in  Section  18  (Public  Offerings)  unless, 
within  the  time  specified  in  the  DDA  (the  "Put  Exercise 
Period"),  Master  Developer  exercises  its  option  by 
beginning  the  appraisal  process  described  above. 

i.  If  Master  Developer  declines  to  exercise  its  option 
within  the  Put  Exercise  Period,  then  the  Port  will 
have  the  right  to  offer  the  Option  Parcel  through  a 
Parcel  RFP  as  described  in  Section  18  (Public 
Offerings).  Master  Developer  will  have  the  right  to 
respond  to  the  Parcel  RFP  as  provided  below. 

1.  During  the  Put  Exercise  Period,  Master 
Developer  may  submit  to  the  Port  an  offer  to 
enter  into  a  Parcel  Lease  for  an  Option  Parcel 
for  a  sum  that  is  less  than  Leasehold  FMV.  The 
Port  must  issue  the  Parcel  RFP  within  a  time 
 period  to  be  specified  in  the  PDA.  If  Master 
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Developer's  proposal  is  the  highest  offer  and  is 
equal  to  or  exceeds  the  reserve  price  that  the 
Port  set  for  the  Parcel  RFP,  the  Port  will  offer 
the  Parcel  Lease  to  Master  Developer  for  the 
amount  specified  in  its  proposal. 

2.  If  Master  Developer's  proposal  is  not  the 
highest  offer,  the  Port  must  enter  into  a  Parcel 
Lease  for  the  Option  Parcel  within  a  time  period 
to  be  specified  in  the  DDA.  If  the  Port  does  not 
enter  into  the  Parcel  Lease  with  the  third  party 
Vertical  Developer  within  this  time,  then  Master 
Developer's  option  right  as  to  Option  Parcel  will 
be  restored. 

ii.  If  Master  Developer  exercises  its  option  right  for 
the  Option  Parcel  within  the  Put  Exercise  Period  by 
instructing  a  Qualified  Appraiser  to  prepare  an 
appraisal  of  the  Option  Parcel  but  does  not 
complete  the  appraisal  process  or  timely  close  the 
Parcel  Lease,  Master  Developer  will  lose  its  option 
right.  The  Port  will  have  to  right  to  offer  the  Option 
Parcel  by  a  Parcel  RFP  without  first  obtaining  an 
appraisal,  and  Master  Developer  will  not  be  entitled 
to  submit  a  proposal  in  response  to  the  Parcel 
RFP. 

d.      Proposal  to  Prepav  Rent  for  Option  Parcels:  In 
addition  to  prepaid  Parcel  Leases  for  the  Lead 
Parcels,  Master  Developer  may  seek  the  Port's 
consent,  which  it  may  grant  or  withhold  in  its  sole 
discretion,  to  prepaid  Parcel  Leases  under  which,  in 
lieu  of  the  Development  Rights  Payment  allocated  to 
the  parcel  in  the  Phase  Budget,  the  Leasehold  FMV  of 
an  Option  Parcel  will  be  prepaid,  with  payment 
credited  as  provided  in  Section  14  (Development 
Rights  Payments). 

18.  Public  Offerings 

Certain  Option  Parcels  may  be  offered  by  a  Parcel  RFP  as  a 
means  to  establish  the  Leasehold  FMV.  The  solicitation 
process  will  be  described  in  the  DDA  and  be  conducted  by  a 
broker  selected  by  the  parties  through  procedures  described 
in  the  DDA.  After  consultation  with  Master  Developer,  the 
Port  will  specify  in  its  Parcel  RFP  the  amount  of  the  required 
Development  Rights  Payment,  the  reserve  price,  preferred 
use(s)  and  product  type  on  the  Development  Parcel,  and 
requirements  regarding  percentage  rent.  The  Parcel  RFP 
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will  define  and  establish  parameters  for  calculating  AGI  and 
NOI  and  require  each  respondent  to  submit  a  pro  forma 
according  to  a  specified  format.  The  Port  may  reject  any 
proposal  that  does  not  meet  financial  requirements  specified 
in  the  Parcel  RFP. 

a.  The  Port  may  offer  any  Trust  Swap  Parcel  by  Parcel 
RFP  unless  Master  Developer  offers  to  pay  a  premium 
of  5%  above  its  fair  market  value  as  established  by  an 
appraisal  subject  to  the  same  procedures  (but  different 
joint  instructions)  as  specified  in  Section  17  (Master 
Developer's  Option  Rights"). 

b.  If  Master  Developer  or  its  designated  Master  Developer 
Affiliate  fails  to  close  escrow  after  exercising  an  option, 
or  Master  Developer  materially  defaults  on  its  horizontal 
development  construction  or  payment  obligations  during 
the  construction  period,  then  the  Port  will  have  the  right 
(but  not  the  obligation)  to  issue  a  Parcel  RFP  for  a 
subsequent  Development  Parcel  of  equal  or  lesser 
projected  value  without  first  offering  Master  Developer 
an  option.  The  DDA  will  provide  greater  detail  on  the 
circumstances  under  which  this  right  would  arise. 

19.  Other  Sources 

The  City,  the  Port,  and  Master  Developer  will  cooperate  to 
explore  state  and  federal  incentives  that  might  be  available 
for  horizontal  and  vertical  construction  of  the  Project,  such  as 
for  brownfield  remediation,  transit-oriented  development,  and 
sustainability  pilot  programs.  At  its  sole  option,  the  Port  will 
have  the  right  to  use  any  source  of  funds  that  is  less  costly 
than  Developer  equity  to  reimburse  Master  Developer's 
Horizontal  Development  Costs.  The  Port's  options,  in 
coordination  with  the  City,  could  include: 

a.  placing  on  the  ballot  an  initiative  to  approve  a  parks 
general  obligation  bond  that  would  include  funds  for 
certain  public  open  spaces  at  Mission  Rock. 

b.  continuing  to  explore  with  SFMTA  the  possibility  of  its 
building,  financing,  and  operating  the  Parking  Structure. 

c.  exploring  with  City  financial  officers  and  other  City 
departments  the  feasibility  and  desirability  of  using  other 
public  financing  mechanisms  that  might  be  employed  to 
assist  in  financing  the  Project,  such  as: 
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i.  mortgage  revenue  bonds; 

ii.  revenue  bonds  for  infrastructure;  and 

iii.  GreenFinanceSF  bond  financing  for  energy  and 
water  conservation  and  renewable  energy 
improvements  to  buildings. 

20.  Affordable 
Housing 

New  rental  housing  built  for  the  Project  will  meet  City 
inclusionary  housing  requirements  under  Planning  Code 
§§  415.1-415.1 1  for  onsite  inclusionary  housing  for  15%  of 
the  units  at  55%  of  area  median  income  as  determined  by 
the  U.S.  Department  of  Housing  and  Urban  Development  for 
the  San  Francisco  area  ("AMI"). 

Master  Developer  will  work  with  the  City,  through  the  Mayor's 
Office  of  Housing,  the  Office  of  Economic  and  Workforce 
Development,  and  the  Port's  Planning  Division  to  investigate 
alternative  potential  ways  to  meet  current  requirements. 
These  alternatives  may  include  a  sliding  scale  that  specifies 
a  higher  percentage  of  units  at  higher  levels  of  AMI. 

Affordable  housing  will  be  delivered  in  a  balanced  manner 
throughout  the  phasing  of  the  Project.  A  higher  percentage 
may  be  delivered  in  early  Phases  and  counted  towards 
overall  requirements,  but  delivery  of  affordable  units  may  not 
be  deferred  to  later  Phases  of  the  Project,  except  at  the 
City's  direction,  in  its  sole  discretion. 

Residential  condominiums,  if  built,  will  not  include 
inclusionary  units.  Instead,  the  Vertical  Developer  will  pay  in 
lieu  fees  for  the  Development  Parcel. 

21.  Sustainability 

Master  Developer  will  implement  a  Sustainability  Plan  that 
will  provide  a  comprehensive  approach  to  achieve  the  Project 
goal  of  becoming  a  model  of  sustainability  by  exhibiting  the 
concepts  and  practices  of  sustainable  community 
development  throughout  the  life  span  of  the  Project.  Master 
Developer  will  collaborate  with  the  City  and  the  Port, 
specifically,  the  Department  of  the  Environment,  the  Planning 
Department,  and  the  Port  Planning  Division,  to  develop  the 
Sustainability  Plan. 

Master  Developer  and  the  City  will  pursue  status  for  the 
Project  as  a  Type  I  Eco-District  to  help  meet  the  City's  and 
Master  Developer's  environmental  goals.  A  Type  1  Eco- 
District  is  characterized  by  a  large  amount  of  undeveloped 
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land  typically  owned  by  a  single  property  owner.  In  general, 
Type  1  Eco-Districts  enable  horizontal  infrastructure 
development  to  be  implemented  in  advance  of  vertical 
development  to  help  optimize  Eco-District  goals.  This  type  of 
Eco-District  maximizes  efficiencies  in  the  delivery  of  goods 
provided  by  infrastructure  throuqh  district-scale  systems. 
The  Planning  Department  has  identified  the  following 
potential  Type  1  Eco-Districts:  the  Transbay  Transit  Center 
District  Plan  Area,  Pier  70,  and  Mission  Rock. 

The  Project  team  will  study  the  technical  and  financial 
feasibility  of  elements  of  an  Eco-District  Plan  in  the  course  of 
environmental  review  to  allow  one  or  more  of  the  strategies 
below  to  be  analyzed  in  the  environmental  impact  report. 
Master  Developer  and  the  City  will  develop  an  integrated 
Eco-District  Plan  that  identifies  measurable  goals,  standards, 
and  performance  metrics.  This  Eco-District  Plan  will  be 
included  in  the  DDA. 

Multiple  sustainable  site  approaches  will  be  considered  from 
the  outset  of  horizontal  development,  to  enable  vertical 
development  design  proposals  to  exceed  compliance  with 
Port  Building  Code  requirements  and  achieve  Project  goals 
for  integrated  sustainable  design  and  a  low  carbon 
community. 

The  following  have  been  investigated  and  will  continue  to  be 
analyzed  for  potential  inclusion  into  Mission  Rock,  in  addition 

tn  fiitiir^  iH^ao.  anH  tpphnnlnnipal  arh/anf^Q' 
ivj  luiui  c  lucao  ai  iu  iCul  1 1  luivjy  loai  au vai  iuco. 

m     ppntrali7pH  pnprnv 
9     Owl  hi  ciii£.c7u  ci  ici  y  y 

•  Ra\/  cm  itpp  pnnlinn 

•  uay  ouuiuc  uuuiii  ly 

•  rnnpnpratinn  nlunt 

*  buyci  ici  diiui  i  pidi  ii 

•     rppv/pl^H  \A/atpr  charinn  cwetpm 
w      i cuyL/icu  vvaLCi  o i  lai  1 1  ly  oyoidii 

m      r^h^ti^v/^ltoi^c  onH  color  tharmol 
*      pi  lUlUVUILdlUo  dl  IU  bUldl  U  lt?l  1 1  Idl 

•   wind  power 

•   centralized  waste  system 

•   reduction  of  vehicle  miles  traveled  (see  Section  22 
(Transportation  Demand  Management  Plan)) 

r~\                   ii                    *        i    ■     i          rii              I  i 

Regardless  of  which  of  the  above  approaches  are 
implemented  at  the  Site,  Master  Developer  and  the  Port  will 
strive  to  be  leaders  in  the  realm  of  long  term  sustainability 
planning  and  design,  and  the  final  strategies  employed  on 
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the  Site  will  follow  the  direction  of  Master  Developer's 
investigation  as  noted  above,  including  the  goal  of  an  Eco- 
District  Plan. 

22.  Transportation 
Demand 
Management 
Plan 

Master  Developer  will  implement  a  Transportation  Demand 
Management  Plan  ("TDMP")  that  will  provide  a 
comprehensive  strategy  to  manage  the  transportation 
demands  created  by  the  Mission  Rock  Project.  The  mixed- 
use  nature  of  the  Project's  land  use  program,  its  rich  transit 
options,  and  proximity  to  San  Francisco's  resources  and 
services  mandate  that  single-occupancy  vehicle  trips  be 
reduced.  Market-based  pricing  strategies  for  parking  will  be 
supported  by  innovative  programs  to  reduce  automobile 
dependence,  and  promote  the  use  of  public  transit.  The 
transportation  strategy  at  Mission  Rock  is  based  on  reducing 
vehicle  miles  traveled  by  fostering  multiple  modes  of 
sustainable  transportation,  emphasizing  pedestrian,  bicycle, 
and  public  transit  options. 

The  TDMP  will  incorporate  smart  and  sustainable 
transportation  planning  principles  to  address  the 
transportation  needs  of  the  Project,  consistent  with  the  City's 
Transit  First,  Better  Streets,  Climate  Action,  and 
Transportation  Sustainability  Plans  and  Policies.  The  TDMP 
will  outline  a  series  of  implementation  strategies  intended  to 
effectively  manage  the  transportation  demands  created  by 
the  Project.  The  goal  of  these  strategies  will  be  to  minimize 
the  Project's  dependence  on  the  automobile  and  to  optimize 
the  inclusion  of  non-auto  travel  modes  providing  access  to 
the  Project. 

The  parties  agree  to  explore  with  SFMTA  the  feasibility  of  its 
construction,  operation,  and  maintenance  of  an  E  Line  loop  in 
the  vicinity  of  the  Site  to  enhance  public  transportation 
options.  The  issue  of  feasibility  may  include  a  discussion  of 
providing  a  financing  mechanism  under  which  landowners 
benefitting  from  the  loop  would  contribute  to  the  cost  of 
construction,  operation,  and  maintenance  of  the  loop. 

23.  Jobs  and  Equal 
Opportunity 

The  build-out  of  the  Project  is  anticipated  to  create  thousands 
of  construction  and  permanent  jobs,  and  the  planning, 
design,  and  construction  work  will  provide  substantial 
contracting  opportunities  for  local  contractors  and 
professional  service  firms  as  well  as  countless  businesses, 
employers,  and  organizations.  Master  Developer  will 
implement  a  Jobs  and  Equal  Opportunity  Program  designed 
to  assure  that  a  portion  of  the  jobs  and  contracting 
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opportunities  generated  by  the  Project  be  directed,  to  the 
extent  possible  based  on  the  type  of  work  required  and 
consistent  with  collective  bargaining  agreements,  to  local, 
small,  and  economically  disadvantaged  companies  and 
individuals. 

24.  Pier  48  Lease 

After  receiving  more  information  about  the  proposed  uses 

Terms 

and  improvements  to  the  facility  and  further  engineering  due 

Hilinpncp  the*  nartips  will  npaotiatp  riptailpri  tprm<;  for  Pipr  48 

U  1  !!  M  v  1                  LI  1 V— '    UCII  Uvw    Will    1  IWUV/llUlv    UvldllwU    Lwl  1  1  Iw    IUI     1     Iwl       i  w  . 

Lease  terms  will  be  substantially  as  described  below,  with 

rpnte  rpflprtinn  thp  Port'^  naramptpr  rpnt  for  similar  ^hpd 
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structures. 

Initial  Term:  30  years 

Options:      Options  to  extend  the  term  to  a  total  of  66  years 

may  be  exercised  only  after  the  City  and  the  Port 

have  established  policies  and  procedures  to 

address  climate  change  and  sea  level  rise,  and 

the  measures  necessary  to  mitigate  the 

associated  risks  that  will  be  implemented  at 

Pier  48  and  their  respective  obligations  with 

respect  to  those  measures 

Premises:    Approximately  181,200  square  feet  of  shed 

space  and  approximately  31,300  square  feet  of 

paved  yard  space 

Base  Rent:  $1.8  million  annually,  payable  in  monthly 

increments,  based  on  the  Port's  parameter  rent 

schedule  for  similar  shed  structures,  with  a 

potential  for  reduced  base  rent  if  the  tenant 

performs  eligible  capital  improvements 

Base  Rent  Adjustment:  Periodic  increases  to  base  rent 

would  be  provided,  with  a  collared  market  reset 

for  each  option 

Participation  Rent:  A  percentage  of  gross  proceeds  from 

restaurant  and  retail  sales  similar  to  other  Port 

A.       "  1                    I                   A                            i  1 

retail  and  restaurant  leases 

Eligible  Capital  Improvements: 

•    core  &  shell  improvements  including  roof 

repair 

•    apron  repair 

•    utility  upgrades 

50 


Lodged  with  Port  Commission  Secretary 

February  22,  2013 


•  substructure  repair 

•  seismic  (joint)  upgrades 


Uses:         Light  industrial/manufacturing,  barging,  general 
office  and  storage  supporting  onsite  use,  retail, 
restaurant,  tours,  events,  event  parking  and 
maritime  operations,  including  continued 
operations  on  the  south  apron,  and  public 
access 

Tenant  Improvements:  To  be  determined  by  tenant 

Maintenance  and  Repairs:  Tenant  would  be  responsible  for 
ongoing  maintenance  and  repairs  to  the  Pier  48 
premises  (such  as  the  roof,  roof  membrane, 
exterior  walls,  doors,  etc.),  at  its  sole  cost  and 
expense 

Substructure:  The  Port  believes  that  the  current  substructure 
is  adequate  to  support  proposed  use  for  the  30- 
year  initial  term.  Further  due  diligence  is 
required  to  verify  this  condition.  Responsibility 
and  funding  for  future  substructure  upgrades  are 
subject  to  further  negotiation. 

IFD:  Pier  48  IFD  proceeds  may  be  used  onsite  to 

fund  Pier  48  Rehabilitation  and  possibly  other 
capital  improvements  that  are  eligible  under  IFD 
law.  IFD  proceeds  from  SWL  337  that  are  not 
required  to  pay  for  Infrastructure  or  Public 
Facilities  on  SWL  337  may  also  be  available  for 
these  costs.  The  Port  and  Master  Developer  will 
cooperate  to  identify  other  sources  of  funds, 
including  federal  historic  tax  credits,  on  terms  to 
be  described  in  the  DDA  and  the  Financing  Plan, 
if  appropriate. 

Sea  Level  Rise:  An  analysis  will  be  undertaken  to  determine 
what  measures  can  be  implemented  to  protect 
Pier  48  from  sea  level  rise  and  base  flood 
conditions.  IFD  and  CFD  proceeds  may  be 
available  to  fund  these  improvements. 

Regulatory  Approvals  (anticipated):  BCDC  Special  Area 
 Plan  amendment  to  lift  water-dependent  use 
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restriction  and  certain  replacement  fill  limitations 

BCDC  major  permit  amendment 

State  Lands  public  trust  consistency 

determination  (for  exercise  of  options  extending 

lease  term  to  66  years) 
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Term  Sheet  Non-Binding 

Under  the  San  Francisco  Charter,  no  officer  or  employee  of  the  City  has  authority  to 
commit  the  City  to  the  Project  until  the  appropriate  City  departments  and  agencies  have 
approved  the  transaction.  Except  as  set  forth  in  the  ENA,  no  legal  obligation  will  exist 
with  respect  to  the  transactions  described  in  this  Term  Sheet,  unless  and  until  the 
parties  have  negotiated,  executed,  and  delivered  mutually  acceptable  agreements 
based  upon  information  produced  from  the  CEQA  process  and  other  public  review  and 
hearing  processes  and  subject  to  all  applicable  governmental  approvals.  Before 
entering  into  final  Transaction  Documents,  the  Port  and  the  City  retain  the  absolute 
discretion  to:  (a)  make  modifications  to  the  Project  and  any  proposed  agreements  as 
are  deemed  necessary  to  mitigate  significant  environmental  impacts;  (b)  select  other 
feasible  alternatives  to  avoid  such  impacts;  (c)  balance  benefits  against  unavoidable 
significant  impacts  before  taking  final  action  if  identified  significant  impacts  cannot 
otherwise  be  avoided;  or  (d)  determine  not  to  proceed  with  the  proposed  Project  based 
upon  the  information  generated  by  the  environmental  review  process.  Before  entering 
into  final  Transaction  Documents,  Master  Developer  also  retains  the  absolute  discretion 
to  make  modifications  to  the  Project  and  to  determine  not  to  proceed  with  the  proposed 
Project. 


MASTER 
DEVELOPER: 

SEAWALL  LOT  337  ASSOCIATES,  LLC, 

a  Delaware  limited  liability  company 


By: 

Name: 


Its: 


Date: 


PORT: 

CITY  AND  COUNTY  OF  SAN 
FRANCISCO,  a  municipal  corporation, 
operating  by  and  through  the 
SAN  FRANCISCO  PORT  COMMISSION 


By:   

Monique  Moyer 
Executive  Director 

Date:   

Endorsed  by  Port  Resolution  No. 
and  Board  Resolution  No. 
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?BfT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING 

II 

Total  | 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

L  ORIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 

afronl  Project  Entitlement  Expenditures 

$ 

20,000,000  3 

C  "71  /I  OOC  * 

D,/14,jiob  5> 

C  71  ^  DOC 

o,  / 1  4,^ob 

$ 

* 

lase  1  Horizontal  Pre-Development 

$ 

2,493,895  $ 

$ 

$ 

$ 

$ 

1.98E 

,631 

$ 

505,264  $ 

iase  1  Infrastructure  tor  Parcels  A,  B  &  C 

$ 

iy,U<:y,£t>/  •] 

4 

$ 

$ 

$ 

1 4  226  878  S 

4  802  389 

$ 

6,164,578  3 

$ 

$ 

$ 

$ 

3,072,616  S 

3.091 ,962 

iase  2  Horizontal  Pre-Development 

$ 

3,450.31 1  $ 

$ 

$ 

$ 

$ 

$ 

2,751,504  $ 

698,807 

iase  2  Infrastructure  for  Parcels  G  &  K 

$ 

34,777.151  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

26,002,521 

iase  3  Horizontal  Pre-Development 

$ 

1,929,532  $ 

$ 

$ 

$ 

$ 

$ 

i 

1,538,856 

iase  3  Infrastructure  for  Parcels  E  &  F 

$ 

19,435,244  $ 

$ 

-  $ 

$ 

$ 

$ 

-  $ 

^ase  4  Horizontal  Pre-Development 

$ 

4,183,751  $ 

$ 

$ 

$ 

-  $ 

$ 

« 

ase  4  Infrastructure  tor  Parcels  H,  1  &  J 

$ 

14,257,508  $ 

$ 

-  $ 

$ 

-  $ 

$ 

$ 

ase  4  Pier  48  Infrastructure 

$ 

28,428,311  $ 

$ 

$ 

$ 

$ 

$ 

s 

o  lorizontal  Infrastructure  Uses 

$ 

154,149,548  $ 

5,714,286  $ 

5,714,286  $ 

5,714,286 

$ 

2,857,143  $ 

1,98! 

,631 

$ 

20,556,262  S 

36,134,535 

nulative  Horizontal  Project  Uses 

$ 

5,714,286  $ 

11,428,571  $ 

17,142,857 

$ 

20,000.000  $ 

21,988,631 

* 

42,544,893  $ 

78,679,428 

I.)  'RIZONTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

front  CFD  Mello  Roos  Bonds 

hase  1  CFD  Mello  Roos  Bonds 

al  Upfront  CFD  Mello  Roos  Bonds 

D  Mello  Roos  Bonds  -  Completed  Buildings 

hase  1  CFD  Mello  Roos  Bonds 

hase  2  CFD  Mello  Roos  Bonds 

hase  3  CFD  Mello  Roos  Bonds 

iase  4  CFD  Mello  Roos  Bonds 
1  al  CFD  Mello  Roos  Bonds  -  Completed  Buildings 

izontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 
i  Go  Tax  Increment 
otj  xizontal  Infrastructure  Investment  Sources 

ulative  Horizontal  Project  Sources 


16,061,778  $ 


123,929,634 
5,000,000 
9,158,136 


16,061,778  $ 

24,661,528  $ 

36,920,819  $ 

19,098,062  $ 

43,249,224  $ 


$       5,000,000  $ 


154,149,548  $ 


5,000,000  $ 

5,000,000    $  5,000,000 


$  16,061,778  $_ 
$     16,061,778  $ 


$      5.000,000    $      5,000,000  $ 


378,594 
5,378,594 


$  20,423,715 

$ 

$ 


$  20,423,715 


554,036    $  1,507,468 


16,615,814  $  21,931,183 
21,994,408    $  43,925,590 


:.)  WLATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

F  el 
F  e2 
F  e3 
F  e4 

un  :ive  Master  Developer  Infrastructure  Equity 
7  Master  Developer  Infrastructure  Equity 


31,826,154 
32,765,657 
12,133,504 
24,101,017 


5,714,286    $       5,714,286  $ 


100,826,333  $ 


5,714,286 
5,714,286 


5,714,286  $ 
-  $ 


2,857,143  $ 
-  $ 
$ 

 $ 


2,943,733    $  7,711,010 
$  24,180,644 


$  5,714,286  $  5,714,286  $  2,857,143  $  1,171,411  $  2,943,733  $  31,891,654 
$     11,428,571    $     17,142,857    $     20,000,000    $     21,171,411    $     24,115,144    $  56,006,798 


|l  TER  DEVELOPER  PEAK  EQUITY 

P  31 
P  52 

P  j3 
P  )4 

ito  ster  Developer  Peak  Equity 


20,000,000 
24,875,263 
12,133,504 
21,480,441 


78,489.208 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


I L  )  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

F  e  1  Lead  Parcel  Credits 
F  e  1  Development  Rights 
F  e  2  Development  Rights 
F  e  3  Development  Rights 
P  e  4  Development  Rights 
■la!  d  Parcel  &  Net  Development  Right  Payments 
C(  'af/ve  Lead  Parcel  &  Development  Rights  Payment 


Si 

H  : 


24,637,628 
4,429,656 
4,621 ,393 
7,794,484 
9,987,538 


51 ,470,698 


24,637,628 
4,429,656 


$       4,621,393  $ 


7,794,484  $ 
 -  $ 


$  29,067,284 
S  29,067,284 


$  4,621,393  $  7,794,484  $  5,953,387 
$     33,688,677    $     41,483.161    $  47.436.547 


ECT  CASH  FLOW  AFTER  DEBT  SERVICE 


3ntal  Infrastructure  Costs 
U  nt  CFD  Mello  Roos  Bonds 
C  Vlello  Roos  Bonds  -  Completed  Buildings 
F*-  io  Tax  Increment 

Li  Parcel  Credit  &  Development  Rights  Payment 
ial  h  Flow  After  Debt  Service 
iti  v  with  Retained  Revenue  to  Fund  Infrastructure 


(154,149,548) 
16,061,778 

123,929,634 
9,158,136 
51 ,470,698 
46,470,698 
46,470,698 


$      (5,714,286)  $      (5,714,286)  $      (5.714,286)  $      (2,857,143)  $      (1,988,631)  $    (20,556.262)  $  (36,134,535) 


$     16,061,778  $ 


(5,714,286) 
(5,714,286) 


$  20.423,715 

554,036    $  1.507,468 

7,794,484    $  5,953,387 

(5,714,286)  $      (5,714,286)  $     26,210,142    $      3,011,355    $      3,854,036    $  (8,249,965) 

(5,714,286)  $      (5,714,286)  $     25,771,516    $      (1.171,411)  $      (1,325,951)  $  (10.891,965) 


$     29,067,284  $ 


378,594  $ 
4,621 ,393  $ 


PI  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

W'  SWL  337  &  Pier  48  Rents 

avelopment  Base  Ground  Rent 
?ie  Base  Ground  Rent 
1e  5velopment  Participation  Rent 
*  Developer  Ground  Rent  Participation 
^  f  of  San  Francisco  Ground  Lease  Revenue 


27,062,835  $       4,711,799  $       4,833,725  $      4,955,651  $ 

866,226,755  $  $  -  $  -  $ 

385,225,889  $  $  -  $  -  $ 

339,300,635  $  -  $  -  $  -  $ 

(40,614,748)  $  -    -_  |>   $ 

1,577,201,366 


4,711,799    $       4,800,804  $ 


3,865,943  $ 
835,397  $ 


3,517,346  $ 
1,617,130  $ 


2,854.876  $ 
2,778,114  $ 


2,323,495 
3,739,192 


$       4,602,577    $       5,002,792    $       5,468,386    $  5,437,211 


CI'  ,  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

*l '  s  Possessory  Use  Tax  (1  %  of  value) 
alS  337  CFD  Special  Tax 
'*  "nt  Period  Tax  Increment 


Ta 


ement  &  CFD  Special  Tax 


11  f  ct  Tax  Increment  Applied  to  Infrastructure 
^  1  icrement  Applied  to  Debt  Service 

ent  &  CFD  After  Pro|ect  Infrastructure  &  Debt  Service 


2,670,708,426 
293,777,927 
12,047,209 
2,028,787,233 
9,158.136 
334,254,313 
1,685,374,783 


633,888  $ 
378,594  $ 
378,594  $ 


1.919.204  $ 
1,557.641  $ 
554,036  $ 
1 ,003.605  $ 
$ 


1,150,444 
126,549 
3,004,601 
3,273,899 
1,507.468 
1.766.431 
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||IT  E  ■  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING  |  2019  2020  2021  2022  2023  2024  2025  2026  2027 


t'DRIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 


'Iront  Proiect  Entitlement  Expenditures 

$ 

$ 

- 

$ 

- 

$ 

- 

$ 

$ 

-  $ 

$ 

$ 

Rase  1  Horizontal  Pre-Development 

$ 

- 

$ 

- 

$ 

- 

$ 

- 

$ 

$ 

-  $ 

$ 

-  $ 

ase  1  Infrastructure  for  Parcels  A,  B  &  C 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

*  ase  1  Infrastructure  for  Parcel  D 

$ 

$ 

$ 

$ 

$ 

$ 

-       $  . 

$ 

-  $ 

Ease.  2  Horizontal  Pre-Development 

S 

$ 

$ 

$ 

$ 

$ 

-  $ 

$ 

-  $ 

i  ase  2  Infrastructure  for  Parcels  G  &  K 

$ 

8,774,630 

$ 

$ 

$ 

$ 

$ 

-  $ 

$ 

$ 

Ease  3  Horizontal  Pre-Development 

$ 

390,676 

$ 

$ 

$ 

$ 

$ 

-  $ 

$ 

-  $ 

.  ase  3  Infrastructure  for  Parcels  E  &  F 

$ 

14,532,614 

$ 

4,902,630 

$ 

$ 

$ 

•$ 

-  $ 

$ 

-  $ 

|;ase  4  Horizontal  Pre-Development 

$ 

3,336,909 

$ 

846,842 

$ 

$ 

$ 

$ 

-  $ 

$ 

$ 

If  ase  4  Infrastructure  for  Parcels  H,  I  &  J 

s 

$ 

10,661,740 

$ 

3,595,767 

$ 

$ 

$ 

$ 

$ 

$ 

Ease  4  Pier  48  Infrastructure 

$ 

$ 

$ 

22,677,230 

$ 

5,751,081 

$ 

$ 

$ 

$ 

$ 

Horizontal  Infrastructure  Uses 

$ 

27,034,828 

$ 

16,411,213 

$ 

26,272,998 

$ 

5,751,081 

$ 

$ 

$ 

$ 

$ 

R  mutative  Horizontal  Project  Uses 

$ 

105,714,256 

* 

122,125,469 

* 

148,398,467 

154,149,548 

$  154,149,548 

$ 

154,149,548    $  154,149,548 

s 

154,149,548  $ 

RIZONTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

ront  CFD  Mello  Roos  Bonds 

Tase  1  CFD  Mello  Roos  Bonds  $  -_  $  -_  $  :   $  -_  $  -__   $  ;       $  ;       $  ;   $_ 

ill  Upfront  CFD  Mello  Roos  Bonds  $             -  $             -$                                  -  $             -  $  -$             -$             -  $ 


)  Mello  Roos  Bonds  -  Completed  Buildings 


lase  1  CFD  Mello  Roos  Bonds  $ 

166,218 

$ 

4,071 ,595  $ 

$ 

$ 

$ 

$ 

$ 

$ 

lase  2  CFD  Mello  Roos  Bonds  $ 

12,099,880 

$ 

3,359,998  $ 

5,050,863 

$ 

1,133.467 

$ 

1,156,137 

$ 

1,179,259 

$ 

1 ,202,844 

$ 

1,226,901 

$ 

2,376,051 

rase  3  CFD  Mello  Roos  Bonds  $ 

$ 

19,098,062  $ 

$ 

$ 

$ 

$ 

$ 

$ 

tase  4  CFD  Mello  Roos  Bonds  $ 

$ 

$ 

18,053,534 

$ 

4,637,475 

$ 

15,677,724 

$ 

3,479,559 

$ 

1,250.269 

$ 

150,663 

$ 

il  CFD  Mello  Roos  Bonds  -  Completed  Buildings  $ 

12,266,098 

$ 

26,529,655  $ 

23,104,397 

$ 

5,770,942 

$ 

16,833,861 

$ 

4,658,818 

$ 

2,453.113 

$ 

1,377,564 

$ 

2.376,051 

zontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity)  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

$ 

$ 

Go  Tax  Increment  $ 

2,128,811 

$ 

1 .978,037  $ 

1 ,377,064 

$ 

683,520 

$ 

169,088 

$ 

180,585 

$ 

200,935 

$ 

s 

irizontal  Infrastructure  Investment  Sources  $ 

14,394,909 

$ 

28,507,692  $ 

24,481,460 

$ 

6,454,463 

$ 

17,002,949 

$ 

4,839,403 

$ 

2,654,048 

$ 

1 ,377,564 

$ 

2,376,051 

jlative  Horizontal  Project  Sources  $ 

58,320,499 

* 

86,828, 191  $ 

111,309,651 

* 

117,764,114 

* 

134,767,063 

* 

139,606,465 

* 

142,260,513 

$ 

143,638,078 

$ 

146,014,129 

IULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

e1  $ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

e2  $ 

8,585,014 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

93  $ 

7,554,920 

$ 

4,578,583  $ 

$ 

$ 

$ 

$ 

$ 

$ 

34  $ 

S 

3,848,799  $ 

19,333,167 

$ 

919,051 

$ 

$ 

s 

s 

$ 

ive  Master  Developer  Infrastructure  Equity  $ 

16.139,934 

s 

8,427,382  $ 

19,333,167 

$ 

919,051 

$ 

$ 

$ 

$ 

$ 

Master  Developer  Infrastructure  Equity  $ 

72.146.732 

$ 

80,574,114  $ 

99,907,281 

* 

100,826,333 

* 

100,826,333 

* 

100,826,333 

$ 

100,826,333 

100,826,333 

$ 

100,826,333 

TER  DEVELOPER  PEAK  EQUITY 

)1 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

■2 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

13 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

4 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

ster  Developer  Peak  Equity 

I  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

e  1  Lead  Parcel  Credits  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

$ 

$ 

e  1  Development  Rights  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

$ 

$ 

3  2  Development  Rights  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

$ 

$ 

a  3  Development  Rights  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

$ 

$ 

1 3  4  Development  Rights  $ 

4,034,151 

$ 

$ 

s 

$ 

S 

$ 

$ 

$ 

d  Parcel  &  Net  Development  Right  Payments  $ 

4,034,151 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ative  Lead  Parcel  &  Development  Rights  Payment  $ 

51.470,698 

$ 

51,470,698  S 

51,470,698 

$ 

51,470,698 

$ 

51,470,698 

$ 

51,470,698 

$ 

51,470,698 

* 

51,470,698 

$ 

51,470,698 

1  ECT  CASH  FLOW  AFTER  DEBT  SERVICE 

H  antal  Infrastructure  Costs  $ 

(27.034,828) 

$ 

(16,411.213)  $ 

(26,272,998) 

$ 

(5,751,081) 

$ 

$ 

$ 

$ 

$ 

U  nt  CFD  Mello  Roos  Bonds  $ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

C  vlello  Roos  Bonds  -  Completed  Buildings  $ 

12,266,098 

$ 

26.529,655  $ 

23.104.397 

$ 

5,770.942 

$ 

16,833,861 

$ 

4,658,818 

$ 

2,453,113 

$ 

1,377,564 

$ 

2,376,051 

P  i0  Tax  Increment  $ 

2,128,811 

$ 

1 ,978,037  $ 

1 ,377,064 

$ 

683,520 

$ 

169,088 

$ 

180,585 

'$ 

200,935 

$ 

$ 

U  Parcel  Credit  &  Development  Rights  Payment  $ 

4,034,151 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

s 

1  1  Flow  After  Debt  Service  $ 

(8,605,769) 

$ 

12,096,479  $ 

(1,791,537) 

$ 

703,382 

$ 

17,002,949 

$ 

4,839,403 

$ 

2,654,048 

$ 

1 ,377,564 

$ 

2,376,051 

It  *  with  Retained  Revenue  to  Fund  Infrastructure  $ 

(2,998,109) 

$ 

18,932,198  $ 

(1,791,537) 

$ 

703,382 

$ 

17,002,949 

$ 

4,839,403 

$ 

2,596,632 

$ 

1,434,981 

$ 

2,376,051 

1  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

*  SWL  337  &  Pier  48  Rents  $ 

$ 

$ 

$ 

$ 

$. 

$ 

$ 

$ 

18  evelopment  Base  Ground  Rent  $ 

4,500,000 

$ 

4,500.000  $ 

4,500,000 

$ 

4,500,000 

$ 

4.500,000 

$ 

4,500.000 

$ 

4,500,000 

$ 

4.500,000 

$ 

4,500,000 

*  Base  Ground  Rent  $ 

$ 

1,125,000  $ 

1,500,000 

$ 

1,500,000 

$ 

1 ,545,000 

$ 

1,591,350 

$ 

1 ,639,091 

$ 

1 ,688,263 

$ 

1.738,911 

!>  3velopment  Participation  Rent  $ 

$ 

25,062  $ 

74,328 

$ 

159,901 

$ 

276,874 

$ 

420,180 

$ 

567,785 

$ 

719,819 

$ 

876,413 

Is  Developer  Ground  Rent  Participation  $ 

$ 

(5,012)  $ 

(14,866) 

$ 

(31 ,980) 

$ 

(55,375) 

$ 

(84,036) 

$ 

(113,557) 

$ 

(143,964) 

$ 

(175,283) 

"  of  San  Francisco  Ground  Lease  Revenue  $ 

4,500,000 

$ 

5,645,050  $ 

6,059,462 

$ 

6.127,921 

$ 

6,266,499 

$ 

6,427,494 

s 

6,593,319 

$ 

6,764,118 

$ 

6,940,042 

11  .  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

It  s  Possessory  Use  Tax  (1  %  of  value)  $ 

5.074,788 

$ 

8,072,667  $ 

1 1 .336,470 

$ 

14,398,417 

$ 

16,333,828 

$ 

16,978,730 

$ 

17,318,304 

$ 

17,664.670 

$ 

18,017,964 

•t  337  CFD  Special  Tax  $ 

558,227 

$ 

887,993  $ 

1,247,012 

$ 

1,583,826 

$ 

1,796,721 

$ 

1,867,660 

$ 

1,905,013 

$ 

1,943.114 

$ 

1,981,976 

*  Jnt  Period  Tax  Increment  $ 

2,077,510 

$ 

2,278,686  $ 

1 .624,669 

$ 

508,651 

$ 

$ 

$ 

$ 

$ 

irement  &  CFD  Special  Tax  $ 

5,499,793 

$ 

7,777,791  $ 

9,804,519 

$ 

11,199,345 

$ 

12,267,742 

$ 

12,780,392 

$ 

13,096.912 

$ 

13,358,850 

$ 

13,626,027 

B  ct  Tax  Increment  Applied  to  Infrastructure  $ 

2,128,811 

$ 

1,978,037  $ 

1,377,064 

$ 

683,520 

$ 

169,088 

$ 

180,585 

$ 

200,935 

$ 

$ 

' '  xrement  Applied  to  Debt  Service  $ 

3,370,982 

$ 

5,138,506  $ 

6,954,845 

$ 

8,586,813 

$ 

9,919,901 

$ 

10,275,828 

$ 

10,423,869 

$ 

10,470,262 

$ 

10.504,527 

1  ent  &  CFD  After  Proiect  Infrastructure  &  Debt  Service  $ 

$ 

661 ,248  $ 

1,472,611 

$ 

1,929,012 

$ 

2,178,754 

$ 

2,323,979 

$ 

2,472,108 

$ 

2,888,588 

$ 

3,121,500 
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I  BIT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING  |  2028  2029  2030  2031  2032  2033  2034  2035  2036 


\  10RIZ0NTAL  INFRASTRUCTURE  INVESTMENT  USES 

pfronl  Project  Entitlement  Expenditures 
hase  1  Horizontal  Pre-Development 
hase  1  Infrastructure  for  Parcels  A,  B  &  C 
hase  1  Infrastructure  for  Parcel  D 
lase  2  Horizontal  Pre-Development 
Tase  2  Infrastructure  for  Parcels  G  &  K 
lase  3  Horizontal  Pre-Development 
lase  3  Infrastructure  for  Parcels  E  &  F 
tase  4  Horizontal  Pre-Development 
tase  4  Infrastructure  for  Parcels  H,  I  &  J 
lase  4  Pier  48  Infrastructure 

fo  Horizontal  Infrastructure  Uses 
nulative  Horizontal  Project  Uses 


$   154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $    154,149,548    $   154,149,548    $  154,149,548 


B.;  )RIZ0NTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

.front  CFD  Mello  Roos  Bonds 
'hase  1  CFD  Mello  Roos  Bonds 
tal  Upfront  CFD  Mello  Roos  Bonds 
D  Mello  Roos  Bonds  -  Completed  Buildings 
hase  1  CFD  Mello  Roos  Bonds 
hase  2  CFD  Mello  Roos  Bonds 
hase  3  CFD  Mello  Roos  Bonds 
hase  4  CFD  Mello  Roos  Bonds 
al  CFD  Mello  Roos  Bonds  -  Completed  Buildings 
izontal  Costs  Not  Reimbursed  by  Bonds  {Developer  Equity) 
/Go Tax  Increment 
ot  onzontal  Infrastructure  Investment  Sources 
■  tulative  Horizontal  Project  Sources 


2,577,248    $       2,628,793    $       2,681 ,369    $         248,009  $ 


$      2,577,248    $  2,628,793    $       2,681 ,369  $  248,009 

$                -$  -$                -  $ 

$  *       $  $  *  $  - 

$      2,577,248    $  2,628,793    $      2,681,369  $  248,009 

$    148.591,377   $  151,220,170    $   153,901,538  $   154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $  154,149,548 


:.)  VIULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 


(  ;e4 


ur  live  Master  Developer  Infrastructure  Equity 


1  'A 

tester  Developer  Infrastructure  Equity 

$ 

100.826,333 

$ 

100,826,333 

100,826,333 

* 

100,826.333 

$ 

100.826.333 

$ 

100,826,333 

* 

100,826,333 

* 

100,826,333 

$ 

100,826,333 

■i  ;t 

ER  DEVELOPER  PEAK  EQUITY 

F  e 

1 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

F  e 

2 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

F  e 

3 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

F  e 

4 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

Ja  is 

ter  Developer  Peak  Equity 

HD 

PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

(  ; 

■  1  Lead  Parcel  Credits 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1  , 

)  1  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

P, 

J  2  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$: 

F 

i  3  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

F 

3  4  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

lai  i 

i  Parcel  &  Net  Development  Right  Payments 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

C 

ative  Lead  Parcel  &  Development  Rights  Payment 

* 

51,470,698 

$ 

51,470,698 

$ 

51.470,698 

51.470,698 

51,470,698 

$ 

51,470,698 

$ 

51,470,698 

* 

51,470,698 

* 

51,470,698 

• 

ECT  CASH  FLOW  AFTER  DEBT  SERVICE 

1-  ontal  Infrastructure  Costs 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

L  mt  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

C  Mello  Roos  Bonds  -  Completed  Buildings 

$ 

2,577,248 

$ 

2,628,793 

$ 

2,681.369 

$ 

248,009 

$ 

$ 

$ 

$ 

$ 

P  SoTax  Increment 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

L 

Parcel  Credit  &  Development  Rights  Payment 

S 

s 

S 

$ 

$ 

$ 

$ 

$ 

$ 

al 

h  Flow  After  Debt  Service 

$ 

2,577,248 

$ 

2,628,793 

$ 

2,681,369 

$ 

248,009 

$ 

$ 

$ 

$ 

$ 

n  with  Retained  Revenue  to  Fund  Infrastructure 

$ 

2,577,248 

$ 

2,628,793 

$ 

2,681 ,369 

$ 

248,009 

$ 

$ 

$ 

$ 

$ 

P 

'  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

Hit 

i  SWL  337  &  Pier  48  Rents 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

k 

evelopment  Base  Ground  Rent 

$ 

4,538,175 

$ 

4.573,898 

$ 

4,626,952 

$ 

4,670,871 

$ 

4,705,638 

$ 

4,705,638 

$ 

4,705,638 

$ 

4,705,638 

$ 

4,705,638 

Pl< 

1  8ase  Ground  Rent 

$ 

1,791,078 

$ 

1.844,811 

$ 

1,900,155 

$ 

1,957,160 

$ 

2,015,875 

$ 

2,076,351 

$ 

2,138,641 

$ 

2,202,801 

$ 

2,268,885 

le 

evelopment  Participation  Rent 

$ 

999,531 

$ 

1,129,939 

$ 

1 ,248,000 

$ 

1,380,330 

$ 

1 ,527,099 

$ 

1,714,081 

$ 

1 ,906,673 

$ 

2,105,042 

$ 

2,309,362 

Ut 

Developer  Ground  Rent  Participation 

$ 

(207,541) 

$ 

(240,767) 

$ 

(274,990) 

$ 

(310,240) 

$ 

(346,547) 

$ 

(383,944) 

$ 

(422,462) 

$ 

(462,136) 

$ 

(503,000) 

ol  San  Francisco  Ground  Lease  Revenue 

$ 

7,121,243 

$ 

7,307.880 

$ 

7,500,117 

$ 

7,698.120 

$ 

7,902,064 

$ 

8,112,126 

$ 

8,328,490 

$ 

8,551,344 

$ 

8,780,885 

0 

1  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

« 

s  Possessory  Use  Tax  (1  %  of  value) 

$ 

18,378,323 

$ 

18,745,889 

$ 

19,120,807 

$ 

19,503,223 

$ 

19,893,288 

$ 

20,291,154 

$ 

20,696,977 

$ 

21,110,916 

$ 

21,533,134 

< 

337  CFD  Special  Tax 

$ 

2,021,616 

$ 

2,062,048 

$ 

2,103,289 

$ 

2,145,355 

$ 

2,188,262 

$ 

2,232,027 

$ 

2,276,667 

$ 

2,322,201 

$ 

2,368,645 

t 
■ 

ent  Period  Tax  Increment 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

crement  8,  CFD  Special  Tax 

$ 

13,898,548 

$ 

14,176,519 

$ 

14,460,049 

$ 

14,749,250 

$ 

15,044,235 

$ 

15,345,120 

$ 

15,652,022 

$ 

15,965,063 

$ 

16,284,364 

ll 

ctTax  Increment  Applied  to  Infrastructure 

$ 

$ 

$ 

0 

$ 

$ 

$ 

$ 

$ 

i 

ncrement  Applied  to  Debt  Service 

$ 

10,539,478 

$ 

10,575,127 

$ 

10,611,489 

$ 

10,648,579 

$ 

10,686,410 

$ 

10,724,998 

$ 

10,764,358 

$ 

10,804.505 

$ 

10,845,455 

• 

"  lent  &  CFD  After  Project  Infrastructure  &  Debt  Service 

$ 

3,359,070 

$ 

3,601,392 

$ 
4 

3,848,560 

$ 

4,100,671 

$ 

4,357,825 

$ 

4,620,121 

$ 

4,887,664 

$ 

5,160,558 

$ 

5,438.909 

E.  BIT 


E  -  ANNUAL  SUMMARY  •  PRO-FORMA  UNDERWRITING 


A.  ORIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 

ptront  Proiect  Entitlement  Expenditures 

iase  1  Horizontal  Pre-Development 

use  1  Infrastructure  tor  Parcels  A,  B  &  C 

lase  1  Infrastructure  for  Parcel  D 

lase  2  Horizontal  Pre-Development 

lase  2  Infrastructure  for  Parcels  G  &  K 

lase  3  Horizontal  Pre-Development 

vise  3  Infrastructure  for  Parcels  E  &  F 

lase  4  Horizontal  Pre-Development 

tase  4  Infrastructure  for  Parcels  H,  I  &  J 

lase  4  Pier  48  Infrastructure 
fo  lonzontal  Infrastructure  Uses 

nulative  Horizontal  Project  Uses 


$   154,149,548    $    154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $    154,149,548    $   154,149,548    $   154,149,548    $  154,149,548 


V,  rfilZONTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

front  CFD  Mello  Roos  Bonds 
'hase  1  CFD  Mello  Roos  Bonds 
tal  Upfront  CFD  Mello  Roos  Bonds 
D  Mello  Roos  Bonds  -  Completed  Buildings 
'hase  1  CFD  Mello  Roos  Bonds 
hase  2  CFD  Mello  Roos  Bonds 
hase  3  CFD  Mello  Roos  Bonds 
hase  4  CFD  Mello  Roos  Bonds 
al  CFD  Mello  Roos  Bonds  -  Completed  Buildings 
nzontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 
/Go Tax  Increment 
ol  orizontal  Infrastructure  Investment  Sources 
lutative  Horizontal  Project  Sources 


$    154,149,548    S   154,149.548    $   154,149,548    $   154,149,548    $   154.149,548    $   154,149,548    $   154,149,548    S   154,149,548    $  154,149,548 


.)  MULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 


se2 
ise  3 


ur  itive  Master  Developer  Infrastructure  Equity 
/  Master  Developer  Infrastructure  Equity 


$   100.826.333    $    100.826.333    S    100.826.333    $   100.826.333    $   100,826,333    $   100.826,333    $   100,826,333    $    100,826,333    $  100,826,333 


.)  5TER  DEVELOPER  PEAK  EQUITY 

I  re  I 
I  *2 
f  ie3 
(  ;e  4 

itt  aster  Developer  Peak  Equity 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


II  D  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

se  1  Lead  Parcel  Credits 
se  1  Development  Rights 
'  se  2  Development  Rights 
se  3  Development  Rights 
se  4  Development  Rights 

S  ad  Parcel  &  Net  Development  Right  Payments 
C  ;/af/Ve  Lead  Parcel  &  Development  Rights  Payment 

u 

I  zontal  Infrastructure  Costs 
I  ontCFD  Mello  Roos  Bonds 
<  Mello  Roos  Bonds  -  Completed  Buildings 
f  Go  Tax  Increment 

I  I  Parcel  Credit  &  Development  Rights  Payment 
ia  sh  Flow  After  Debt  Service 
si  >w  with  Retained  Revenue  to  Fund  Infrastructure 


JECT  CASH  FLOW  AFTER  DEBT  SERVICE 


$  -  $ 

$  -  $ 

$  -  $ 


$     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    $     51,470.698    $     51,470.698    $     51,470.698    $     51,470,698    $  51,470,698 


$  -  $ 

$  -  $ 

$  -  $ 


t  T  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

$  TiSWL  337  &  Pier  48  Rents  $             -$             -$             -$             -$             -$  -$  -$  -$ 

N  development  Base  Ground  Rent  $  4,705,638  $  5,006,074  $  5,287,210  $  5,704,738  $  6,050,372  $  6,323,984  $  6,323,984  $  6,323,984  $  6,323,984 

P  8  Base  Ground  Rent  $  2,336,951  $  2,407,060  $  2,479.271  $  2,553,650  $  2,630,259  $  2,709,167  $  2,790,442  $  2,874.155  $  2,960,380 

N  development  Participation  Rent  $  2,519,812  $  2,436,140  $  2,378,270  $  2,190,707  $  2,081,935  $  2,052,293  $  2,303,582  $  2,562,409  $  2,829,000 

M  \t  Developer  Ground  Rent  Participation  $        (545,090)  $        (588,443)  $        (633,096)  $  (679,089)  $  (726,462)  $  (775,255)  $        (825,513)  $        (877,278)  $  (930,597) 

al  t  of  San  Francisco  Ground  Lease  Revenue  $  9,017,311  $  9,260,831  $  9,511,655  $  9,770,005  $  10,036,105  $  10,310,188  $  10,592,494  $  10,883,269  $  11,182,767 


c 

*  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

1) 

>ss  Possessory  Use  Tax  (1  %  of  value) 

$ 

21 ,963.797  $ 

22,403,073 

$ 

22,851,135  $ 

23,308,157  $ 

23,774,320  $ 

24,249,807  $ 

24,734,803  $ 

25.229,499  $ 

25,734,089 

31 

L  337  CFD  Special  Tax 

$ 

2,416,018  $ 

2,464,338 

$ 

2,513,625  $ 

2,563,897  $ 

2,615,175  $ 

2,667,479  $ 

2,720,828  $ 

2,775,245  $ 

2,830,750 

n 

nent  Period  Tax  Increment 

$ 

-  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

t 

1 

ncrement  &  CFD  Special  Tax 

$ 

16,610,051  $ 

16,942,252 

$ 

17,281,097  $ 

17,626,719  $ 

17,979,254  $ 

18,338,839  $ 

18,705,616  $ 

19,079,728  $ 

19,461,322 

ii 

lectTax  Increment  Applied  to  Infrastructure 

$ 

-  $ 

$ 

-  $ 

$ 

$ 

-  $ 

$ 

-  S 

i 

Increment  Applied  to  Debt  Service 

$ 

10,887,224  $ 

10,929,828 

$ 

10,973,284  $ 

11,017,610  t 

11,062,822  $ 

11,108,938  $ 

11,155,977  $ 

1 1 ,203,956  S 

11,252,895 

n 

ment  &  CFD  After  Project  Infrastructure  &  Debt  Service 

$ 

5,722,827  $ 

6,012.424 

$ 

6,307,813  $ 

6,609,109  $ 

6,916,432  $ 

7,229,901  $ 

7,549,639  $ 

7,875,772  $ 

8,208,427 

5 


[E  IBIT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING 

2046 

2047 

2048 

2049 

2050 

2051 

2052 

2053 

2054 

|  HORIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 

Jpfronl  Pro|ect  Entitlement  Expenditures 

* 
* 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

'hase  1  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

'hase  1  Infrastructure  for  Parcel  D 

$ 

$ 

_ 

$ 

$ 

$ 

$ 

_ 

$ 

$ 

$ 

hase  2  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

hase  2  Infrastructure  for  Parcels  G  &  K 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

hase  3  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

hase  3  Infrastructure  for  Parcels  E  &  F 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

hase  4  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

hase  4  Infrastructure  tor  Parcels  H,  I  &  J 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

nase  4  Pier  48  Infrastructure 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

T(  Horizontal  Infrastructure  Uses 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

'mutative  Horizontal  Project  Uses 

$ 

154,149,548 

* 

154,149.548 

s 

154,149.548 

t 

154, 149,548 

* 

154,149,548 

$ 

154,149,548 

$ 

154,149,548 

* 

154,149,548 

$ 

154.149.548 

B.  3RIZ0NTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

jfront  CFD  Mello  Roos  Bonds 

'hase  1  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

tal  Upfront  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

:D  Mello  Roos  Bonds  -  Completed  Buildings 

'hase  1  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

'hase  2  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

'hase  3  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

'hase  4  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

S 

$ 

tal  CFD  Mello  Roos  Bonds  -  Completed  Buildings 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

nzontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

y  Go  Tax  Increment 

$ 

$ 

$ 

$ 

S 

$ 

S 

$ 

$ 

lorizontal  Infrastructure  Investment  Sources 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

lulative  Horizontal  Protect  Sources 

$ 

154,149,548 

$ 

154.149,548 

$ 

154, 149,548 

$ 

154, 149,548 

$ 

154,149,548 

$ 

154,149,548 

$ 

154,149,548 

* 

154,149.548 

* 

154, 149.548 

0)  MULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

se1 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

se2 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

se3 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

se4 

$ 

s 

s 

s 

$ 

$ 

$ 

$ 

$ 

Jut  itjve  Master  Developer  Infrastructure  Equity 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

/  Master  Developer  Infrastructure  Equity 

$ 

100,826,333 

* 

100,826,333 

* 

100,826,333 

$ 

100,826,333 

* 

100,826,333 

$ 

100,826,333 

* 

100,826.333 

100.826.333 

100,826.333 

X)  5TER  DEVELOPER  PEAK  EQUITY 

1  ;e1 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

fie  2 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

( ie3 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

t  16  4 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

«  jster  Developer  Peak  Equity 

•1 1  D  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

1  se  1  Lead  Parcel  Credits 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

>e  1  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

f  »e  2  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1  >e  3  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1  »e  4  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Oto  id  Parcel  &  Net  Development  Right  Payments 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

C  ilative  Lead  Parcel  &  Development  Rights  Payment 

$ 

51,470,698 

$ 

51.470.698 

$ 

51,470,698 

s 

51,470,698 

$ 

51,470,698 

$ 

51,470,698 

* 

51,470,698 

$ 

51,470,698 

* 

51,470.698 

IP  JECTCASH  FLOW  AFTER  DEBT  SERVICE 

f  '.ontal  Infrastructure  Costs 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

l  >nt  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

C  Mello  Roos  Bonds  -  Completed  Buildings 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

F  So  Tax  Increment 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

L  Parcel  Credit  &  Development  Rights  Payment 

$ 

s 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

*l  ih  Flow  After  Debt  Service 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

«h  w  with  Retained  Revenue  to  Fund  Infrastructure 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1  f  r  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

tniiSWL  337  4  Pier  48  Rents 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

N<  levelopment  Base  Ground  Rent 

$ 

6,323.984 

$ 

6,323,984 

$ 

6,727,744 

$ 

7,105,568 

$ 

7,666,690 

$ 

8,131,195 

$ 

8,498,905 

$ 

8.498,905 

$ 

8,498,905 

Pi'  !  Base  Ground  Rent 

$ 

3,049,191 

$ 

3,140,667 

$ 

3.234,887 

$ 

3,331,934 

$ 

3,431,892 

$ 

3,534,848 

$ 

3,640,894 

$ 

3,750,121 

$ 

3,862,624 

N(  'evelopment  Participation  Rent 

$ 

3.103,590 

$ 

3,386,417 

$ 

3,273,969 

$ 

3,196,196 

$ 

2,944,127 

$ 

2,797,947 

$ 

2,758,111 

$ 

3,095,821 

$ 

3,443.663 

Mi  Developer  Ground  Rent  Participation 

$ 

(985,515) 

$ 

(1 ,042,080) 

$ 

(1,100,343) 

$ 

(1,160.353) 

$ 

(1,222.163) 

$ 

(1,285,828) 

$ 

(1 ,351 ,403) 

$ 

(1,418.945) 

$ 

(1.488.514) 

of  San  Francisco  Ground  Lease  Revenue 

$ 

11,491.250 

$ 

11,808.987 

$ 

12,136,257 

$ 

12,473,345 

$ 

12.820,545 

$ 

13,178.162 

$ 

13,546,506 

$ 

13.925.902 

$ 

14,316,679 

CI  4  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

* '  is  Possessory  Use  Tax  (1  %  of  value) 
*■  .337  CFD  Special  Tax 
*  ent  Period  Tax  Increment 
|  crement  &  CFD  Special  Tax 
**  xt  Tax  Increment  Applied  to  Infrastructure 
•I   ncrement  Applied  to  Debt  Service 
ln  lent  &  CFD  After  Project  Infrastructure  &  Debt  Service 


26.248.771  $  26,773,746  $ 
2.887,365    $       2,945,112  $ 


$     19,850,549    S     20,247,560  $ 


27,855,406  S 
3,064,095  $ 


27,309,221  $ 
3,004,014  $ 

$  -  $ 

20,652,511    $     21,065.561  $ 


28,412.514 
3.125.376 


11,302,813  S 
8,547,736  $ 


10,330,257  $ 
9,917.303  $ 


9,607,227  $ 
11.045,284  $ 


8,191,434  $ 
12,874,127  $ 


21 .486,872  $ 


6,714,806  $ 
14,772,066  $ 


28,980,764  $  29,560,379  $ 
3,187,884    $      3,251,642  S 


21,916,610    $     22,354,942  $ 
$  -  $ 


30,151.587 
3,316,675 


30,754,618 
3.383,008 


22.802,041    $  23,258,082 


4,685,269  $ 
17,231,341  $ 


3,044,573  $ 
19,310.369  $ 


1,614.347  S 
21,187.694  S 


1.218.527 
22,039,554 
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g)IT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING 


A.  DR1ZONTAL  INFRASTRUCTURE  INVESTMENT  USES 

■front  Project  Entitlement  Expenditures 
iase  1  Horizontal  Pre-Oevelopment 
ase  1  Infrastructure  for  Parcels  A,  B  &  C 
ase  1  Infrastructure  for  Parcel  D 
ase  2  Horizontal  Pre-Development 
ase  2  Infrastructure  for  Parcels  G  &  K 
,ase3  Horizontal  Pre-Development 
ase  3  Infrastructure  for  Parcels  E  &  F 
ase  4  Horizontal  Pre-Development 
ase  4  Infrastructure  for  Parcels  H,  I  &  J 
ase4  Pier  48  Infrastructure 

ot  onzontal  Infrastructure  Uses 
■  nulative  Horizontal  Project  Uses 


$ 

$ 

-  $ 

-  $ 

-  $ 

-  $ 

-  $ 

$ 

-  $ 

$ 

-  $ 

-  $ 

-  $ 

-  $ 

-  $ 

-  $ 

$ 

-  $ 

$ 

-  $ 

-  $ 

-  $ 

-  $ 

■  $ 

-  $ 

$ 

-  $ 

$ 

-  $ 

-  $ 

-  $ 

-  $ 

-  $ 

$ 

$ 

$ 

$ 

$ 

-  $ 

-  $ 

$ 

$ 

$ 

-  $ 

$ 

$ 

•  $ 

-  $ 

-  $ 

$ 

-  $ 

$ 

$ 

$ 

$ 

•  $ 

-  $ 

-  $ 

-  $ 

-  $ 

$ 

-  $ 

$ 

$ 

-  $ 

■  $ 

-  $ 

•  $ 

•  ,  $ 

•  $ 

-  $ 

$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

-  $ 
$ 
$ 

S    154,149,548    $   154.149,548    $    154,149,548    $   154,149,548    $    154.149.548    $    154,149.548    $   154.149,548    $    154,149.548    $  154.149,548 


J.)  RIZONTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

!  front  CFD  Mello  Roos  Bonds 
hase  1  CFD  Mello  Roos  Bonds 

|al  Upfront  CFD  Mello  Roos  Bonds 

3  Mello  Roos  Bonds  •  Completed  Buildings 

iase  1  CFD  Mello  Roos  8onds 

iase  2  CFD  Mello  Roos  Bonds 

iase  3  CFD  Mello  Roos  Bonds 

iase  4  CFD  Mello  Roos  Bonds 
1  il  CFD  Mello  Roos  Bonds  -  Completed  Buildings 

izontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 
'  Go  Tax  Increment 
OB  irizontal  Infrastructure  Investment  Sources 
C  ulative  Horizontal  Project  Sources 


$   154,149,548    $   154.149,548    $   154,149.548    $   154,149.548    S    154,149,548    $   154,149,548    $   154,149,548    $    154,149,548    S  154,149,548 


:.)'  (ULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

F  el 
F  e2 
Fe3 
F  e  4 

■jit  jve  Master  Developer  Infrastructure  Equity 
7  Master  Developer  Infrastructure  Equity 


$   100,826,333    $   100,826,333    $    100,826,333    $   100,826,333    $   100,826,333    $   100,826,333    $   100,826,333    $  100,826,333 


)t  TER  DEVELOPER  PEAK  EQUITY 

P  91 
P  32 
P  33 
P  34 

ster  Developer  Peak  Equity 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


)  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

e  1  Lead  Parcel  Credits 
F  e  1  Development  Rights 
F  e  2  Development  Rights 
F  e  3  Development  Rights 
F  e  4  Development  Rights 

4al  d  Parcel  &  Net  Development  Right  Payments 
Ct  lative  Lead  Parcel  &  Development  Rights  Payment 


IP1  IECT  CASH  FLOW  AFTER  DEBT  SERVICE 

H  ontal  Infrastructure  Costs 

U  >nt  CFD  Mello  Roos  Bonds 

C  Mello  Roos  Bonds  -  Completed  Buildings 

P  ioTax  Increment 

I  Parcel  Credit  &  Development  Rights  Payment 
■tal  h  Flow  After  Debt  Service 
uh  i  with  Retained  Revenue  to  Fund  Infrastructure 


$     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    $     51,470.698    $     51.470.698    $  51.470.t 


$  •  $ 

$  -  $ 

$  -  $ 

$  -  $ 


>  P'  '  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

IM  iSWL  337  S  Pier  48  Rents 

Ne  evelopment  Base  Ground  Rent 

pi<  t  Base  Ground  Rent 

Ne  evelopment  Participation  Rent 

Ms  Developer  Ground  Rent  Participation 

31 1  of  San  Francisco  Ground  Lease  Revenue 


$  8,498,905  $ 

$  3,978,503  $ 

$  3,801,940  $ 

$  (1,560,169)  $_ 

$  14,719.179  $ 


8,498,905  $ 

4,097,858  $ 

4,170,965  $ 

(1,633,974)  $ 

15,133,754  $  15,560,767 


8,498,905 
4,220,794 
4,551,061 
(1,709,993) 


9,041,526  $  9,549,290  $  10,303,391  $  10,927,646  $  11,421,818  $  11,421,818 

4,347,417  $  4,477,840  $  4,612,175  $  4,750,540  $  4,893,057  $  5,039,848 

4,399,940  $  4,295,420  $  3,956,660  $  3,760,207  $  3,706,670  $  4,160,525 

(1,788,293)  $  (1,868,942)  $  (1,952,010)  $  (2,037,570)  $  (2,125,698)  $  (2,216,469) 


$     16,000,590    $     16,453,608    $     16,920,216    $     17,400,822    $     17,895,847    $  18,405,722 


CI  I  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

* '  s  Possessory  Use  Tax  (1%  of  value) 
*  I  337  CFD  Special  Tax 
'el  ent  Period  Tax  Increment 

I  crement  &  CFD  Special  Tax 
>l  t  ict  Tax  Increment  Applied  to  Infrastructure 
81   ncrement  Applied  to  Debt  Service 

ln  rent  &  CFD  After  Project  Infrastructure  &  Debt  Service 


31,369,711    $  31,997,105    $  32,637,047    $  33,289,788    $  33,955,584    $  34,634,696    $  35,327,389    $  36,033,937    $  36,754,616 

3,450,668    $  3,519,682    $  3,590,075    $  3,661,877    $  3,735,114    $  3,809,817    $  3,886,013    $  3,963,733    $  4,043,008 

-$  "$  "$  "$  "$  "$  "$  "$ 

23,723,243    $  24,197,708    $  24,681,662    $  25,175,296    $  25,678,802    $  26,192,378    $  26,716,225    $  27,250,550    S  27,795,561 

$  -$  -$  -$  -$  •$  -$  -$ 

1,010,108    $  893,068    $  691,196    $  472,229    $  248,884    $  21,071    $  $  -  $ 

22,713,136    $  23,304,640    $  23,990,467    $  24,703,066    $  25,429,918    $  26,171,306    $  26,716,225    $  27.250.550    $  27,795,561 
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3  IT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING  |  2064  2065  2066  2067  2068  2069  2070  2071  2072 


>)RIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 


front  Pro|ect  Entitlement  Expenditures 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ise  1  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ise  1  Infrastructure  tor  Parcels  A,  B  &  C 

$ 

s 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ise  1  Infrastructure  for  Parcel  D 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ise.2  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ise  2  Infrastructure  for  Parcels  G  &  K 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

,tse3  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ise  3  Infrastructure  for  Parcels  E  &  F 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

se  4  Horizontal  Pre-Development 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ise  4  Infrastructure  for  Parcels  H,  I  &  J 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

•  ise  4  Pier  48  Infrastructure 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

rt^rizontal  Infrastructure  Uses 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

(:  ulative  Horizontal  Project  Uses 

$  154.149,548 

$  154,149,548 

$  154.149,548 

$  154.149.548 

$  154,149,548 

$  154,149,548 

$  154,149,548 

J  154,149,548 

$  154,149,548 

1 1  HZONTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

l|  ontCFD  Mello  Roos  Bonds 

lase  1  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

'  I  Upfront  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

( t  Mello  Roos  Bonds  -  Completed  Buildings 

ase  1  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ase  2  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ase  3  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

ase  4  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1 1  CFD  Mello  Roos  Bonds  -  Completed  Buildings 
1  ;ontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 
F  3o  Tax  Increment 
jtat  rizontal  Infrastructure  Investment  Sources 

$ 
$ 

s 

s 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

s 

s 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

C  i/afrve  Horizontal  Project  Sources 


$   154,149,548    $    154,149,548    $    154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $   154,149,548    $    154,149,548    $  154,149,548 


|C  ULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

PI  .2 
PI  ,3 

R;>4 

m  i/e  Master  Developer  Infrastructure  Equity 
Tc  Master  Developer  Infrastructure  Equity 


$   100.826,333    $   100.826.333    $    100.826.333    $    100.826.333    $    100.826,333    $   100.826.333    $   100,826.333    $    100.826.333    S  100.826.333 


iM  rER  DEVELOPER  PEAK  EQUITY 
Pr  1 

n  2 

a 

ter  Developer  Peak  Equity 


I 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

PI  1 1  Lead  Parcel  Credits 
PI  1 1  Development  Rights 
PP 1 2  Development  Rights 
ft  3  Development  Rights 
Pr  4  Development  Rights 

Parcel  &  Net  Development  Right  Payments 
trve  Lead  Parcel  &  Development  Rights  Payment 


CP  ":CT  CASH  FLOW  AFTER  DEBT  SERVICE 

H(  ntal  Infrastructure  Costs 

Iff  it  CFD  Mello  Roos  Bonds 

CF  lello  Roos  Bonds  •  Completed  Buildings 

Pa  i  Tax  Increment 

le  'arcel  Credit  &  Development  Rights  Payment 

*(■  i  Flow  After  Debt  Service 

hf  with  Retained  Revenue  to  Fund  Infrastructure 


$  -  $ 

$  -  $ 


*     51,470,698    S     51,470,698    $     51,470,698    $  51,470,1 


$     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    S  51,470,698 


$  -  $ 

$  -  $ 

$  -  $ 


$  -  $ 

$ 


PO  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

He  SWL  337  &  Pier  48  Rents 
to  -velopment  Base  Ground  Rent 

Base  Ground  Rent 

velopment  Participation  Rent 
tea  Developer  Ground  Rent  Participation 
JP  .1  San  Francisco  Ground  Lease  Revenue 


11,421,818  $ 

5,191,044  $ 

4,627,995  $ 

(2,309,963)  $_ 

18,930,894  $ 


11,421,818 
5,346,775 
5,109,489 


11,421,818 
5,507,178 
5,605,429 


11,421,818 
5.672,394 
6,116,246 


12,151,054 
5,842,566 
5,913,151 


12,833,447 
6,017,843 
5,772,685 


13,846,895 
6,198,378 
5,317,420 


14,685,842 
6,384,329 
5,053,403 


15,349.968 
6,575,859 
4,981,455 


21,878,082    $     22,534,425    $     23,210,458    $     23,906,771    $     24,623,975    $     25,362,694    $     26,123,575    $  26.907,282 


■  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

IS  Possessory  Use  Tax  (1%  of  value) 

337  CFD  Special  Tax 
*>  nt  Period  Tax  Increment 

rement  &  CFD  Special  Tax 
fl  :tTax  Increment  Applied  to  Infrastructure 
'Ti  crement  Applied  to  Debt  Service 

■  >nt  8  CFD  After  Project  Infrastructure  &  Debt  Service 


37,489,708 
4,123,868 


38,239,502 
4,206,345 


39.004,293 
4.290,472 


39.784.378 
4.376.282 


40,580.066 
4,463,807 


41 ,391 ,667 
4,553,083 


42,219,501 
4.644,145 


43,063,891 
4,737,028 


43,925,168 
4,831,769 


$ 

$     28,351,472    $     28,918,501    $     29,496.871    $     30,086.809    $     30,688,545    $     31,302,316    $     31,928,362    $     32,566,929    $  33,218,268 


$     28,351,472    $     28,918,501    $  29,496,871 


30,086,809    $     30,688,545    $     31,302,316    $     31,928.362    $     32.566,929    $  33,218.268 


BIT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING  |  2073  2074  2075  2076  2077  2078  2079  2080 

,  


ORIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 

ptront  Project  Entitlement  Expenditures 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

iase  1  Horizontal  Pre- Development 

$ 

$ 

-  $ 

-  $ 

-  $ 

$ 

$ 

•  $ 

-  $ 

iase  1  Infrastructure  tor  Parcels  A,  B  &  C 

$ 

$ 

$ 

•  $ 

•  $ 

-  $ 

•  $ 

$ 

-  $ 

iase  1  Infrastructure  for  Parcel  D 

$ 

-  $ 

-  $ 

-  $ 

-  $ 

$ 

-  $ 

•  $ 

-  $ 

lase  2  Horizontal  Pre-Development 

$ 

$ 

-  $ 

-  $ 

-  $ 

$ 

-  $ 

•  $ 

-  $ 

iase  2  Infrastructure  for  Parcels  G  &  K 

$ 

$ 

$ 

-  $ 

-  $ 

-  $ 

•  $ 

$ 

-  $ 

iase  3  Horizontal  Pre-Development 

s 

-  $ 

-  $ 

-  $ 

-  $ 

$ 

-  $ 

$ 

-  $ 

iase  3  Infrastructure  for  Parcels  E  &  F 

$ 

-  $ 

$ 

-  $ 

-  $ 

$ 

$ 

•  $ 

$ 

ase  4  Horizontal  Pre-Development 

$ 

-  $ 

$ 

-  $ 

-  $ 

•  $ 

$ 

$ 

$ 

ase  4  Infrastructure  for  Parcels  H,  1  &  J 

$ 

$ 

-  $ 

-  $ 

-  $ 

-  $ 

$ 

$ 

$ 

ase  4  Pier  48  Infrastructure 

s 

$ 

-  $ 

-  $ 

-  $ 

$ 

$ 

$ 

$ 

jtflorizontal  Infrastructure  Uses 

s 

$ 

$ 

$ 

-  $ 

$ 

-  $ 

-  $ 

-  $ 

njlative  Horizontal  Project  Uses  $   154.149.548    $   154,149,548    $   154.149,548    $   154.149,548    $   154,149.548    $   154.149,548    $   154,149,548    $    154.149.548    $  154,149,548 


.)  RIZONTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

Iront  CFD  Mello  Roos  Bonds 

hase  1  CFO  Mello  Roos  Bonds  $  ^_  $  :       $  ;       $  -_  $  :       $  :       $  ■_  $ 


al  Upfront  CFD  Mello  Roos  Bonds  $  -$  ■$  -$  -$  -$  -$  -$  -$ 

}  Mello  Roos  Bonds  -  Completed  Buildings 


■  iase  1  CFD  Mello  Roos  Bonds 

'$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

iase  2  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

iase  3  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

iase  4  CFD  Mello  Roos  Bonds 

$ 

s 

$ 

$ 

$ 

S 

$ 

S 

$ 

il  CFD  Mello  Roos  Bonds  -  Completed  Buildings 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

zontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Go  Tax  Increment 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

4te  >nzontal  Infrastructure  Investment  Sources 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

C  jlative  Horizontal  Project  Sources 

$ 

754, 749,548 

$ 

754,749,548 

* 

154, 749,548 

$ 

754, 149,548 

$ 

154,149,548 

* 

754, 749,548 

$ 

154.149,548 

$ 

754, 149.548 

$ 

154, 149.548 

)t  IULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

Pel 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

*92 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

P  33 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

P  34 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

jm  ive  Master  Developer  Infrastructure  Equity 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

T\  Master  Developer  Infrastructure  Equity 

* 

100.826.333 

$ 

100.826,333 

$ 

100,826,333 

* 

100,826,333 

* 

100,826,333 

* 

100,826,333 

* 

100,826,333 

$ 

100,826,333 

* 

100,826.333 

iM  TER  DEVELOPER  PEAK  EQUITY 

P)i1 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

f)  2 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

P>  3 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

»  4 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

al  iter  Developer  Peak  Equity 

m 

LI  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

PI  i 

1  Lead  Parcel  Credits 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

PI  , 

1  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

PI  ■ 

2  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

PI  ! 

3  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Pt 

4  Development  Rights 

$ 

$ 

$ 

$ 

$ 

$ 

s 

$ 

$ 

all  1  Parcel  &  Net  Development  Right  Payments 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

W  itive  Lead  Parcel  &  Development  Rights  Payment 

$ 

51,470,698 

$ 

51,470,698 

* 

51,470,698 

$ 

51,470,698 

* 

51,470,698 

$ 

51.470.698 

$ 

51.470,698 

$ 

51.470.698 

$ 

51,470.698 

PR 

CT  CASH  FLOW  AFTER  DEBT  SERVICE 

He  ntal  Infrastructure  Costs 

$ 

$• 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Up  it  CFD  Mello  Roos  Bonds 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Cf  lello  Roos  Bonds  -  Completed  Buildings 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Pa  >Tax  Increment 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

u*  'arcel  Credit  &  Development  Rights  Payment 

$ 

$ 

s 

$ 

$ 

$ 

$ 

$ 

$ 

JC 

Flow  After  Debt  Service 

$ 

$ 

s 

$ 

$ 

$ 

$ 

$ 

$ 

if 

with  Retained  Revenue  to  Fund  Infrastructure 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

0 

OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

3WL  337  &  Pier  48  Rents 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

velopment  Base  Ground  Rent 

$ 

15,349,968 

$ 

15,349,968 

$ 

15,349,968 

$ 

15,349,968 

$ 

15,349,968 

$ 

16,330,001 

$ 

17,247,080 

$ 

18,609,070 

$ 

19,736.544 

3ase  Ground  Rent 

$ 

6,773,135 

$ 

6,976,329 

$ 

7,185,619 

$ 

7,401,187 

$ 

7,623,223 

$ 

7,851 ,920 

$ 

8,087,477 

$ 

8,330.101 

$ 

8,580.005 

e» 

velopment  Participation  Rent 

$ 

5,591 ,397 

$ 

6,219,638 

$ 

6,866,727 

$ 

7,533,227 

$ 

8,219,723 

$ 

7,946,781 

$ 

7,758,006 

$ 

7,146,168 

$ 

6,791 .352 

as 

leveloper  Ground  Rent  Participation 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

P 

f  San  Francisco  Ground  Lease  Revenue 

$ 

27,714,500 

$ 

28.545,935 

$ 

29,402,313 

$ 

30,284,383 

$ 

31,192,914 

$ 

32,128,702 

$ 

33,092,563 

$ 

34.085,340 

$ 

35,107.900 

IT 

COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

Possessory  Use  Tax  (1  %  of  value) 

$ 

44,803,672 

$ 

45,699,745 

$ 

46,613,740 

$ 

47,546,015 

$ 

48,496,935 

$ 

49,466,874 

$ 

50,456,21 1 

$ 

51,465,336 

$ 

52,494.642 

i 

137  CFD  Special  Tax 

$ 

4,928,404 

$ 

5,026,972 

$ 

5,127,511 

$ 

5,230,062 

$ 

5,334,663 

$ 

5,441.356 

$ 

5,550,183 

$ 

5,661,187 

$ 

5,774.41 1 

"f  it  Period  Tax  Increment 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

! 

:  ement  &  CFD  Special  Tax 

$ 

33,882,633 

$ 

34,560,286 

$ 

35,251,492 

$ 

35,956,522 

$ 

36,675,652 

$ 

37,409,165 

$ 

38,157,348 

$ 

38,920,495 

$ 

39,698,905 

r  1  Tax  Increment  Applied  to  Infrastructure 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1 

'  irement  Applied  to  Debt  Service 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

nt  &  CFD  After  Project  Infrastructure  &  Debt  Service  $     33,882,633    $     34,560,286    $     35,251,492    $     35,956.522    $     36,675,652    $     37,409,165  J     38,157,348    $     38,920.495    $  39,698.905 


9 


riT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING  |  2082  2083  2084  2085  2086  2087  2088  2089  2090 


J3RIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 

front  Project  Entitlement  Expenditures 

ase  1  Horizontal  Pre-Development 

ase  1  Infrastructure  for  Parcels  A,  B  &  C 

ase  1  Infrastructure  for  Parcel  D 

ase  2  Horizontal  Pre-Development 

ise  2  Infrastructure  for  Parcels  G  &  K 

ise  3  Horizontal  Pre-Development 

ise  3  Infrastructure  for  Parcels  E  &  F 

ise  4  Horizontal  Pre-Development 

ise  4  Infrastructure  for  Parcels  H,  I  &  J 

ise  4  Pier  48  Infrastructure 
itejorizontal  Infrastructure  Uses 
(  ulative  Horizontal  Project  Uses 


$ 

$ 

$ 

$ 

$ 

$ 

$ 

-  $ 

$ 

$ 

•  $ 

$ 

$ 

$ 

■  $ 

$ 

$ 

$ 

-  $ 

$ 

$ 

$ 

-  $ 

$ 

$ 

$ 

$ 

•  $ 

$ 

$ 

$ 

-  $ 

$ 

$ 

-  $ 

-  $ 

$ 

-  $ 

-  $ 

$ 

$ 

$ 

•  $ 

-  $ 

$ 

-  $ 

-  $ 

$ 

$   154,149,548    $    154,149,548    $   154,149,548    $    154.149.548    $   154.149.548    $    154,149,548    $   154,149,548    $   154,149.548    $  154.149.548 


1 1IZONTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

i  ont  CFD  Mello  Roos  Bonds 

lase  1  CFD  Mello  Roos  Bonds 
I J  Upfront  CFD  Mello  Roos  Bonds 
i )  Mello  Roos  Bonds  -  Completed  Buildings 

ase  1  CFD  Mello  Roos  Bonds 

ase  2  CFD  Mello  Roos  Bonds 

ase  3  CFD  Mello  Roos  Bonds 

ase  4  CFD  Mello  Roos  Bonds 
Tl  CFD  Mello  Roos  Bonds  -  Completed  Buildings 
F  ?ontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 
F  So  Tax  Increment 

IB)  rizontal  Infrastructure  Investment  Sources 
C  ilative  Horizontal  Project  Sources 


$   154.149,548    $   154.149,548    $   154,149.548    $   154,149,548    $    154,149,548    $   154,149.548    $    154.149,548    $   154.149,548    $  154,149.548 


IC  ULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

n  .1 

W.2 

ft :<3 

Pt,i4 

jmi  ye  Master  Developer  Infrastructure  Equity 
Tc  Waster  Developer  Infrastructure  Equity 


$    100.826,333    $    100,826,333    $   100,826,333    $    100,826,333    $   100,826,333    $    100,826,333    $   100,826.333    $   100,826,333    $  100,826.333 


iM  TER  DEVELOPER  PEAK  EQUITY 

m 

2 
3 
Ptl  4 

al  ter  Developer  Peak  Equity 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


i  IE  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

PI  ■  1  Lead  Parcel  Credits 
Pf  1 1  Development  Rights 
PI"  2  Development  Rights 
PI1  3  Development  Rights 
Pr  4  Development  Rights 
all  I  Parcel  &  Net  Development  Right  Payments 
Oui  ttive  Lead  Parcel  &  Development  Rights  Payment 


PR  _:CT  CASH  FLOW  AFTER  DEBT  SERVICE 

He  ntal  Infrastructure  Costs 

Up  >t  CFD  Mello  Roos  Bonds 

CF  lello  Roos  Bonds  -  Completed  Buildings 

Pa  >Tax  Increment 

Let  'arcel  Credit  &  Development  Rights  Payment 
al  C  Flow  After  Debt  Service 
F  with  Retained  Revenue  to  Fund  Infrastructure 


$     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    $     51,470,698    $  51,470,1 


$     51,470,698    $  51,470.698 


PO  OF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

*  3WL  337  &  Pier  48  Rents 
Iw  velopment  Base  Ground  Rent 

9ase  Ground  Rent 

velopment  Participation  Rent 
•las  developer  Ground  Rent  Participation 
''  P  f  San  Francisco  Ground  Lease  Revenue 


20,629,073  $ 
8,837,405  $ 
6,694,659  $ 


20,629,073 
9,102,527 
7,514,371 


$     36,161,137    $  37,245,971 


20,629,073    $     20,629,073    $     20,629,073    $     20,629,073    $     21,946,156  $ 
9,375,603  $ 
8,358,674  $ 


9,656,871  $  9,946,577  $ 
9,228,306    $     10,124,028  $ 


10,244,974  $  10,552,323  $ 
11,046,621  $  10,679,809  $ 
 -       $  -  $ 


38,363,350    $     39,514,250    $  40,699,678 


23,178.633  $  25,009,033 
10.868,893  $  11.194,960 
10,426,111    $  9,603,853 


41,920,668    $     43,178,288    $     44,473,637    $  45,807,846 


-IT  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

J  G   Possessory  Use  Tax  (1  %  of  value) 
!l  »  »7  CFD  Special  Tax 
^°t  nt  Period  Tax  Increment 
ra>  ement  &  CFD  Special  Tax 
1 "  t  Tax  Increment  Applied  to  Infrastructure 
•Tl  crement  Applied  to  Debt  Service 
nc'  'nt  S  CFD  After  Project  Infrastructure  &  Debt  Service 


53,544,535 
5,889,899 


54,615,426  $  55,707,734  $ 
6,007,697    $      6,127,851  $ 


56,821 ,889  $ 
6,250,408  $ 


57,958,327  $ 
6,375,416  $ 


59.117,493  $ 
6,502,924  $ 


$     40,492,883    $     41,302,741    $     42,128,796    $     42,971,372    $     43,830,799    $     44,707,415  $ 


$     40,492,883    $     41,302,741    $     42,128,796    $     42,971,372    $     43,830,799    $  44,707,415 


60,299,843  S 
6,632,983  $ 
$ 

45,601,563    $     46,513.595  $ 


61,505.840  $ 
6,765,642  $ 


62.735,957 
6,900.955 


45.601,563    $     46,513.595    $  47,443,867 


CUT  E  -  ANNUAL  SUMMARY  -  PRO-FORMA  UNDERWRITING  |  2091  2092  2093  2094 


pRIZONTAL  INFRASTRUCTURE  INVESTMENT  USES 

front  Project  Entitlement  Expenditures 
ase  1  Horizontal  Pre-Development 
ase  1  Infrastructure  for  Parcels  A.  B  &  C 
ase  1  Infrastructure  for  Parcel  D 
ise  2  Horizontal  Pre-Development 
ise  2  Infrastructure  for  Parcels  G  &  K 
ise  3  Horizontal  Pre-Development 
ise  3  Infrastructure  tor  Parcels  E  &  F 
ise  4  Horizontal  Pre-Development 
ise  4  Infrastructure  for  Parcels  H,  I  &  J 
ise  4  Pier  48  Infrastructure 

flrixizontal  Infrastructure  Uses 
C  ulative  Horizontal  Project  Uses 


$ 

-  $ 

-  $ 

$ 

$ 

-  $ 

-  $ 

$ 

$ 

-  $ 

-  $ 

$ 

$ 

-  $ 

-  $ 

$ 

$ 

-  $ 

-  $ 

$ 

$ 

$ 

-  $ 

$ 

$ 

$ 

-  $ 

$ 

$ 

-  $ 

-  $ 

-  $ 

$ 

$ 

-  $ 

$ 

$ 

$ 

-  $ 

•  $ 

$ 

•  $ 

$ 

$ 

$ 

$ 

$ 

$ 

$   154,149,548    $   154,149,548    $   154.149,548    $  154,149,548 


» 1 1I20NTAL  INFRASTRUCTURE  INVESTMENT  SOURCES 

I  'on!  CFD  Mello  Roos  Bonds 
iiase  1  CFD  Mello  Roos  Bonds 
jtttl  Upfront  CFD  Mello  Roos  Bonds 
t  i  Mello  Roos  Bonds  •  Completed  Buildings 

ase  1  CFD  Mello  Roos  Bonds 

ase  2  CFD  Mello  Roos  Bonds 

ase  3  CFD  Mello  Roos  Bonds 

ase  4  CFD  Mello  Roos  Bonds 
Tl  CFD  Mello  Roos  Bonds  -  Completed  Buildings 
r-  !ontal  Costs  Not  Reimbursed  by  Bonds  (Developer  Equity) 
F  3o  Tax  Increment 
'lal  'izontal  Infrastructure  Investment  Sources 
C»  lative  Horizontal  Project  Sources 


$   154,149,548    $   154,149,548    S    154,149,548    $  154.149,548 


<C  ULATIVE  MASTER  DEVELOPER  INFRASTRUCTURE  EQUITY 

PI  .  1 
P»  i2 
Pt  3 
Phr4 

jitu  je  Master  Developer  Infrastructure  Equity 
To  faster  Developer  Infrastructure  Equity 


$   100.8S6.333    $   100.826.333    $    100,826,333    $  100,826,333 


M  ER  DEVELOPER  PEAK  EQUITY 


Ph  4 

-all  ter  Developer  Peak  Equity 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


LE  PARCEL  &  NET  DEVELOPMENT  RIGHTS  PAYMENTS 

W  1  Lead  Parcel  Credits 
Ph"  1  Development  Rights 
Pr>  2  Development  Rights 
Ph  3  Development  Rights 
Ph  4  Development  Rights 
'all  Parcel  &  Net  Development  Right  Payments 
^ur  ir/Ve  Lead  Parcel  &  Development  Rights  Payment 


PR  :.CT  CASH  FLOW  AFTER  DEBT  SERVICE 

4o  ntal  Infrastructure  Costs 

Jp  t  CFD  Mello  Roos  Bonds 

3F  lello  Roos  Bonds  -  Completed  Buildings 

3a'  i  Tax  Increment 

jm  atcel  Credit  &  Development  Rights  Payment 

alC  Flow  After  Debt  Service 

ift  F  with  Retained  Revenue  to  Fund  Infrastructure 


$  -      $  $ 

$     51,470,698    $     51,470,698    $  51.470,698 


PO'  DF  SAN  FRANCISCO  GROUND  LEASE  REVENUE  THROUGH  2094 

i»t  3WL  337  &  Pier  48  Rents 

<«*  velopment  Base  Ground  Rent 

«r  3ase  Ground  Rent 

•8w  /elopment  Participation  Rent 

■'as  )eveloper  Ground  Rent  Participation 

'Pr  f  San  Francisco  Ground  Lease  Revenue 


26,524,264 
1 1 .530,809 
9,127,009 


27,723,750 
11,876,733 
8,997,061 


27,723,750 
12,233,035 
10,098,686 


27,723,750 
12,600,026 
11,233,359 


$     47,182,081    $     48,597,544    $     50,055.470    $  51,557,134 


0(T  COUNTY  OF  SAN  FRANCISCO  TAX  INCREMENT  THROUGH  2094 

1 6'  Possessory  Use  Tax  (1  %  of  value) 
'  S\,  137  CFD  Special  Tax 
,Jl0f  it  Period  Tax  Increment 
r«  ement  &  CFD  Special  Tax 
■  Pri  t  Tax  Increment  Applied  to  Infrastructure 
'Ta  :remenl  Applied  to  Debt  Service 

nt  &  CFD  After  Project  Infrastructure  &  Debt  Service 


63,990.676  $  65,270,490  $ 
7,038,974    $       7,179,754  $ 


66,575,899  $ 
7,323,349  $ 


67,907,417 
7,469,816 


$     48,392,744    $     49,360,599    $     50,347.811    $  51,354,767 


$     48,392,744    $     49,360,599    $     50,347,811    $  51,354,767 


Draft 

Guidelines  for  the  Establishment  and  Use  of  an 
Infrastructure  Financing  District  with  Project  Areas  on 
Land  under  the  Jurisdiction  of  the  San  Francisco  Port  Commission 

Threshold  Criteria: 

1.  At  formation,  limit  waterfront  districts  and  project  areas  to  Port  land.  Consistent  with 
California  Infrastructure  Financing  District  (IFD)  law  (Gov.  Code  §§  53395-53398.47),  the 
City  may  form  an  IFD  consisting  only  of  land  under  the  jurisdiction  of  the  San  Francisco  Port 
Commission  (Port)  without  an  election  (waterfront  district).  The  formation  of  a  waterfront 
district  consisting  of  all  Port  land  with  project  areas  corresponding  to  Port  development 
projects  within  the  waterfront  district1  will  be  subject  to  the  criteria  in  these  Guidelines  for 
Establishment  and  Use  of  Infrastructure  Financing  Districts  and  Project  Areas  on  Land 
under  the  Jurisdiction  of  the  San  Francisco  Port  Commission  (Port  Guidelines).  The  City 
will  consider  allocating  property  tax  increment  from  a  project  area  to  the  waterfront  district 
when  the  Port  submits  a  project  area-specific  infrastructure  financing  plan  that  specifies: 

(a)  the  public  facilities  to  be  financed  by  tax  increment"  generated  in  the  project  area;  (b)  the 
projected  cost  of  the  proposed  public  facilities;  (c)  the  projected  amount  of  tax  increment  that 
will  be  generated  over  the  term  of  the  project  area;  (d)  the  amount  of  tax  increment  that  is 
proposed  to  be  allocated  to  the  IFD  to  finance  public  facilities;  and  (e)  any  other  matters 
required  under  IFD  law. 

2.  Consider  requests  to  annex  non-Port  land  to  a  project  area  on  a  case-by-case  basis.  If 

an  owner  of  non-Port  land  adjacent  to  a  project  area  petitions  to  add  the  adjacent  property  to 
the  project  area  in  accordance  with  the  IFD  law,  the  City  will  consider  on  a  case-by-case 
basis:  (a)  whether  to  annex  the  non-Port  property  to  the  project  area  to  assist  in  financing 
public  facilities;  and  (b)  the  extent  to  which  tax  increment  generated  by  the  non-Port  land  but 
not  used  for  Port  public  facilities  should  be  subject  to  the  Guidelines  for  the  Establishment 
and  Use  of  Infrastructure  Financing  Districts  in  the  City  and  County  of  San  Francisco  (City 
Guidelines).3 

3.  Require  completion  of  environmental  review  and  the  affirmative  recommendation  of 
the  Capital  Planning  Committee  before  approving  any  infrastructure  financing  plan 
that  allocates  tax  increment  from  a  project  area.  The  City  may  form  the  Port-wide 
waterfront  district  without  allocating  tax  increment  to  the  waterfront  district.  The  City  will 
not  approve  an  infrastructure  financing  plan  that  would  allocate  property  tax  increment  to  the 


In  according  with  Board  of  Supervisors  intent  as  stated  in  Board  Resolution  No.  110-12,  adopted  on  March  27,  2012,  and  Board  Resolution 
No.  227-12,  adopted  on  June  12,  2012.  These  Port  Guidelines  will  apply  even  if  the  Board  later  decides  to  create  multiple  IFDs  on  Port  land, 
rather  than  a  single  waterfront  district. 
2 

IFD  law  generally  authorizes  certain  classes  of  public  facilities  to  be  financed  through  IFDs.  The  Legislature  has  broadened  the  types  of 
authorized  public  facilities  for  waterfront  districts  to  include:  (1)  remediation  of  hazardous  materials  in,  on,  under,  or  around  any  real  or  tangible 
property;  (2)  seismic  and  life-safety  improvements  to  existing  buildings;  (3)  rehabilitation,  restoration,  and  preservation  of  structures,  buildings, 
or  other  facilities  having  special  historical,  architectural,  or  aesthetic  interest  or  value  and  that  are  listed  on  the  National  Register  of  Historic 
Places,  are  eligible  for  listing  on  the  National  Register  of  Historic  Places  individually  or  because  of  their  location  within  an  eligible  registered 
historic  district,  or  are  listed  on  a  state  or  local  register  of  historic  landmarks;  (4)  structural  repairs  and  improvements  to  piers,  seawalls,  and 
wharves,  and  installation  of  piles;  (5)  removal  of  bay  fill;  (6)  stormwater  management  facilities,  other  utility  infrastructure,  or  public  open-space 
improvements;  (7)  shoreline  restoration;  (8)  other  repairs  and  improvements  to  maritime  facilities;  (9)  planning  and  design  work  that  is  directly 
related  to  any  public  facilities  authorized  to  be  financed  by  a  waterfront  district;  (10)  reimbursement  payments  made  to  the  California 
Infrastructure  and  Economic  Development  Bank  in  accordance  with  IFD  law;  (11)  improvements,  which  may  be  publicly  owned,  to  protect 
against  potential  sea  level  rise;  (12)  Port  maritime  facilities  at  Pier  27;  (13)  shoreside  power  installations  at  Port  maritime  facilities;  and 
(14)  improvements  to  publicly-owned  waterfront  lands  used  as  public  spectator  viewing  sites  for  America's  Cup  activities  in  San  Francisco.  Gov. 
Code  §§  53395.3,  53395.8(d),  and  53395.81(c)(1). 

Adopted  on  February  8,  201 1,  by  the  Board  of  Supervisors  Resolution  No.  66-11.  The  City  Guidelines  do  not  apply  to  IFDs  on  land  owned 
or  managed  by  the  Port. 
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waterfront  district  from  any  project  area,  however,  until  the  following  have  occurred:  (a)  the 
City  has  completed  environmental  review  of  the  proposed  development  project  associated 
with  the  project  area  and  any  proposed  public  facilities  to  be  financed  with  property  tax 
increment  from  the  project  area;  and  (b)  the  Capital  Planning  Committee  has  recommended 
approval  of  the  related  infrastructure  financing  plan. 

4.  Public  facilities  financed  by  tax  increment  must  be  consistent  with  applicable  laws, 
policies,  and  the  Port's  capital  plan.  Project  areas  in  the  waterfront  district  must  finance 
public  facilities  that  are  consistent  with:  (a)  IFD  law;  (b)  the  Port's  Waterfront  Land  Use 
Plan;  (c)  any  restrictions  imposed  by  the  public  trust  for  commerce,  navigation,  and  fisheries, 
the  Burton  Act  (stats.  1968,  ch.  1333),  or  other  applicable  statute;  and  (d)  the  Port's  10-Year 
Capital  Plan,  all  as  in  effect  on  the  date  the  City  approves  any  project  area  infrastructure 
financing  plan. 

5.  The  Port  must  demonstrate  that  the  project  area  will  result  in  a  net  economic  benefit  to 
the  City,  including  the  Port.  The  Port  must  include  in  the  infrastructure  financing  plan  for 
each  project  area:  (a)  the  total  amount  of  revenue  that  the  City's  General  Fund  is  projected  to 
receive  over  the  term  of  the  project  area;  and  (b)  the  number  of  jobs  and  other  economic 
development  benefits  that  the  project  assisted  by  the  waterfront  district  is  projected  to 
produce  over  the  term  of  the  project  area.  The  projections  in  the  infrastructure  financing  plan 
should  be  similar  to  those  prepared  to  demonstrate  that  certain  projects  are  fiscally  feasible 
and  responsible  in  accordance  with  Administrative  Code  Chapter  29. 

6.  Where  applicable,  maximize  State  contributions  to  project  areas  through  matching  City 
contributions.  IFD  law  authorizes  the  allocation  of  the  State's  share  of  property  tax 
increment  to  certain  Port  project  areas  in  proportion  to  the  City's  allocation  of  tax  increment 
to  the  Port  project  area  to  assist  in  financing  specified  Port  public  facilities,  such  as  historic 
preservation  at  Pier  70  and  the  Port's  new  James  R.  Herman  Cruise  Terminal  at  Pier  27. 
When  an  allocation  of  the  State's  share  of  property  tax  increment  to  a  Port  project  area  is 
authorized  under  IFD  law,  the  City  will  allocate  to  the  waterfront  district  the  amount  of  tax 
increment  from  the  project  area  that  will  maximize  the  amount  of  the  State's  tax  increment 
that  is  available  to  fund  authorized  public  facilities.  To  do  so,  the  City  would  budget  up  to 
$0.90  per  property  tax  dollar  (i.e.,  the  sum  of  $0.65  of  tax  increment  allocated  by  the  City  to 
the  waterfront  district  from  the  project  area  and  the  State's  share  of  tax  increment),  until  the 
earlier  to  occur  of:  (a)  full  financing  of  the  authorized  public  facilities  by  tax  increment;  or 
(b)  the  allocation  to  the  waterfront  district  of  the  full  amount  of  tax  increment  from  the 
project  area  authorized  under  the  approved  infrastructure  financing  plan. 

7.  Determine  the  amount  of  tax  increment  to  be  allocated  to  the  waterfront  district  from  a 
project  area  in  relation  to  project  economics.  The  City  will  consider  approving 
infrastructure  financing  plans  for  Port  project  areas  that  provide  for  allocations  of  tax 
increment  of  up  to  $0.65  per  property  tax  dollar,  or,  where  permitted  by  IFD  law,  $0.65  of 
tax  increment  so  that,  in  combination  with  State's  share  of  tax  increment,  the  total  allocated 
is  up  to  $0.90  per  property  tax  dollar,  to  fund  authorized  public  facilities  necessary  for  each 
proposed  development  project.  Each  infrastructure  financing  plan  must  include  projections 
of  the  amount  of  tax  increment  that  will  be  needed  to  fund  necessary  public  facilities.  The 
allocation  should  be  sufficient  to  enable  the  Port  to:  (a)  obtain  fair  market  rent  for  Port 
ground  leases  after  build-out  of  the  project  area;  and  (b)  enable  proposed  development 
projects  to  attract  private  equity.  No  tax  increment  will  be  used  to  pay  a  developer's  return 
on  equity  or  other  internal  profit  metric  in  excess  of  limits  imposed  by  applicable  state  and 
federal  law;  the  IFD  law  currently  measures  permissible  developer  return  by  reference  to  a 
published  bond  index  and  both  the  State  Mello-Roos  Community  Facilities  Act  and  federal 
tax  law  require  a  return  that  is  consistent  with  industry  standards.  The  Board  of  Supervisors 
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in  its  discretion  may  allocate  additional  tax  increment  to  other  public  facilities  serving  the 
waterfront  district  that  require  funding. 

An  approved  infrastructure  financing  plan  will  state  the  City's  agreement  that,  for  any  debt 
secured  by  tax  increment  allocated  to  the  waterfront  district  from  a  project  area  to  finance 
authorized  public  facilities,  the  City  will  disburse  tax  increment  to  the  waterfront  district 
from  the  project  area  in  amounts  sufficient  to  fund:  (a)  debt  service  and  debt  service  coverage 
for  bonds  issued  under  IFD  law  (IFD  Bonds),  bonds  issued  under  the  Mello-Roos 
Community  Facilities  Act  of  1982  (CFD  Bonds),  and  other  forms  of  indebtedness  that  the 
Port  is  authorized  to  issue  to  fund  public  facilities  authorized  to  be  financed  in  the 
infrastructure  financing  plan  to  the  extent  not  funded  by  special  tax  levies;  and  (b)  costs  of 
administration  and  authorized  public  facilities  on  a  pay-as-you-go  basis. 

8.  Use  excess  tax  increment  for  citywide  purposes.  Tax  increment  not  required  to  fund 
eligible  project-specific  public  facilities  will  be  allocated  to  the  City's  General  Fund  or  to 
improvements  to  the  City's  seawall  and  other  measures  to  protect  the  City  against  sea  level 
rise  or  other  foreseeable  risks  to  the  City's  waterfront. 

9.  Port  Capital  Budget.  If  the  Port  issues  Port  revenue  bonds  (instead  of  CFD  Bonds  or  IFD 
Bonds)  to  be  repaid  by  tax  increment  revenue  generated  in  one  or  more  Port  project  areas,  to 
further  the  purposes  Port  Commission  Resolution  No.  12-22  adopting  the  Port's  Policy  for 
Funding  Capital  Budget  Expenditures,  the  Port  will  include  annually  in  its  Capital  Budget 
any  tax  increment  revenue  allocated  to  the  waterfront  district  from  the  project  area  to  provide 
debt  service  coverage  on  any  Port  revenue  bond  debt  payable  from  tax  increment. 

10.  Require  each  project  area  infrastructure  financing  plan  to  identify  sources  of  funding 
to  construct,  operate,  and  maintain  public  facilities  financed  by  project  area  tax 
increment.  Tax  increment  will  be  allocated  to  the  waterfront  district  from  a  project  area 
under  a  project  area  infrastructure  financing  plan  only  if  the  Port  has  identified  anticipated 
sources  of  funding  to  construct,  operate,  and  maintain  any  public  facilities  to  be  financed 
with  project  area  tax  increment.  Examples  of  acceptable  sources  for  operation  and 
maintenance  are:  (a)  private  financing  mechanisms,  such  as  a  homeowners  association 
assessment;  (b)  a  supplemental  special  tax  levied  by  a  community  facilities  district  formed 
under  the  Mello-Roos  Act  or  assessments  levied  by  a  community  benefits  district;  and  (c)  the 
Port's  maintenance  budget  or  other  allocation  of  the  Port  Harbor  Fund. 

Strategic  Criteria 

•  Use  Port  IFD  financing  for  public  facilities  serving  Port  land  where  other  Port  moneys 
are  insufficient.  Port  IFD  financing  should  be  used  to  finance  public  facilities  serving  Port 
land  when  the  Port  does  not  otherwise  have  sufficient  funds. 

•  Use  Port  IFD  financing  to  leverage  non-City  resources.  Port  IFD  financing  should  be 
used  to  leverage  additional  regional,  state,  and  federal  funds.  For  example,  IFD  funds  may 
prove  instrumental  in  securing  matching  federal  or  state  dollars  for  transportation  projects. 

•  Continue  the  Port's  "best-practices"  citizen  participation  procedures  to  help  establish 
priorities  for  public  facilities  serving  Port  land.  Continue  to  use  the  Port's  "best- 
practices"  citizen  participation  procedures  to:  (a)  establish  community  and  municipal 
priorities  for  construction  of  infrastructure  serving  Port  land;  and  (b)  ensure  that 
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infrastructure  financing  plans  for  Port  project  areas  provide  financing  to  help  the  Port  and  the 
City  meet  those  priorities. 

•    The  Port,  the  Mayor's  Budget  Office,  and  the  Controller  should  collaborate  to  conduct 
periodic  nexus  studies.  No  less  than  every  ten  years,  the  Port,  the  Mayor's  Budget  Office, 
and  the  Controller  should  collaborate  on  a  nexus  study.  The  nexus  analysis  will  examine 
whether  the  cost  of  basic  municipal  services  provided  to  Port  property,  such  as  services 
provided  by  the  Fire  and  Police  Departments,  is  covered  by  the  sum  of:  (a)  the  portion  of 
property  taxes  the  City  receives  from  Port  land  that  is  not  allocated  to  the  waterfront  district; 
(b)  hotel,  sales,  payroll  or  gross  receipts,  and  any  other  taxes  the  City  receives  from  Port 
land;  and  (c)  any  other  revenues  that  the  City  receives  from  Port  land. 
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APPENDIX 
Index  of  Defined  Terms 


Many  key  terms  are  defined  in  the  introductory  text  for  readability.  Definitions  are  also 
located  in  the  chart  at  the  locations  specified  below. 


Term 

Location 

Term 

Location 

AGI 

§  g.e.ii 

Increment 

AMI 

§  20 

Net  Proceeds 

§  10 

BCDC 

§6 

NOI 

§  9.e.n 

Board 

§  4.c 

Option  Parcel 

§  9.a 

capital  event 

§  10 

Parcel  Lease 

§4 

CEQA 

§3 

Parcel 

§  4. civ 

CFD 

§  13.a 

Performance 

City 

§  La 

Schedule 

DDA 

§4 

Parcel  RFP 

§  9.e 

Developer  Return 

§  4.a.iii;  see  also 
§  12 

Parking  Structure 

§  3.b.ii;  see  also 
§  16 

Development 

§  1b 

Phase 

§5 

Parcel 

Phase  Budget 

§  11. b 

Development 
Rights  Account 

§  14.b 

Pier  48 
Rehabilitation 

§  3.c 

Development 

rt  l 

§  8.b.i 

Port 

§  1.a 

Rights  Payment 

Port  IFD  Guidelines 

§  13.b 

Distribution 

§  14.b 

Project 

§3 

Entitlement 

§  3.a.i 

Project  Approval 

§3 

^~  A.'  1.1     i    ■   

Entitlement  Costs 

§  11a 

project  area 

§  13.b 

FAR 

§  7.b 

Project  Phasing 

§  4.a.vm 

Final  Completion 

§  14.d.n 

Schedule 

Financing  Plan 

§  4. a. iv 

Public  Facilities 

§  3. a 

Hard  Costs 

§  11. a 

public  trust 

§  4.a.x 

horizontal 

§  3.a 

Purchase 

§  4.a.vii 

development 

Agreement 

Horizontal 

§  11a 

Put  Exercise  Period 

C   H  "7 

§  17. c 

Development  Costs 

rut  Notice 

§  17. c 

IrU 

C  -IT  k 

§  lO.D 

wuaiiiieu  Appraiser 

9  1  f.D 

IFD  financing  plan 

§13.b 

Reserve  Rent 

§9.a 

Infrastructure 

§  3.a.ii 

RMA 

§  13.a 

Lead  Parcel 

§  5.a.i 

SB  815 

§  4.c.i 

Leasehold  FMV 

§9.b 

SFMTA 

§16.c 

Master  Developer 

§1.a 

Site 

§2 
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§1.b 

Soft  Costs 

§11.a 

Affiliate 

State 

§2 

Master  Lease 

§4 

State  Lands 

§  4.a.x 

Net  Available 

§13.b 

SUD 
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Term 

Location 

SWL  337 

§2 

TDMP 

§22 

Total  Entitlement 

§  4.a.v 

Sum 

total  rent 

§9.d 

Transaction 

§4 

Documents 

Trust  Swap  Parcel 

§  4.a.iv 

Upset  Transfer 

§  9.c.ii 

Upset  Transfer 
Shortfall 

§  9.C.H.1 

Vertical  Developer 

§1 

vertical 

§3.b 

development 

waterfront  district 

§13.b 
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Exhibit  C 


Term 

Phase  1 :  30  months  w/  two  6  month  extensions 
Phase  2:  36  months  w/  two  6  month  extensions 

Performance 
Benchmarks 

Phase  1  Benchmarks: 

1 .  Agree  on  Phase  1  Transaction  Costs  Budget  (Completed  6/7/10) 

2.  Submit  Public  Relations  Program  (Completed  12/14/10) 

3.  Submit  Developer  Formation  Documents  (Completed  2/21/1 1) 

4.  Submit  Revised  Proposal  Concept  (Completed  3/15/11) 

5.  Submit  Revised  Proposal  (Completed  3/15/12) 

6.  Submit  Community  Outreach  Program  (Completed  4/13/12) 

7.  Submit  Public  Trust  Consistency  Proposal  (Completed  6/1 5/1 2) 

8.  Submit  Regulatory  Approval  Plan  (Completed  6/15/12) 

9.  Submit  Term  Sheet  (Completed  6/1 5/1 2) 

10.  At  Port's  request,  confirm  Financial  Capacity  of  LLC 

1 1  .Obtain  Port  Commission  Endorsement  of  Revised  Proposal  and 
Term  Sheet  (March  31 ,  2013) 

12.  Submit  Draft  Report  to  Obtain  Fiscal  Feasibility  Endorsement  from 
Board  (Due  August  1 5.  201 3) 

13.  Obtain  Board  Endorsement  of  Term  Sheet,  Finding  of  Fiscal 
Feasibility  (Due  August  15,  2013) 

Phase  2  Benchmarks: 

14.  Agree  on  Phase  2  Transaction  Costs  Budget 

15.  Submit  EIR  Initial  Study  Application 

16.  Publication  of  EIR  Initial  Study 

17.  Publication  of  Draft  EIR 

18.  Planning  Commission  Certification  of  Final  EIR 

19.  Planning  Commission  Approval  of  Required  Rezoning 

20.  Reach  Agreement  on  Transaction  Documents 

21 .  Obtain  Public  Trust  Consistency  Determination 

22.  Obtain  Port  Commission  Approvals 

23.  Obtain  Board  Approval  of  Lease 

24.  Obtain  Regulatory  Approvals 

25.  Complete  Due  Diligence  Investigation 

Port  Oversight 
of  Developer 
Phase  2  Budget 

Initial  budaet:  Before  commencement  of  Phase  2,  the  parties  will  aaree  on  a 
proposed  budget  for  all  eligible  predevelopment  costs.  The  Developer  has 
provided  a  current  Phase  1  and  2  budget  estimate. 

Onaoina  updates:  ENA  will  reauire  the  Developer  to  submit  a  quarterly 
expenditure  report  to  Port  showing  expenses  incurred  in  the  reporting 
quarter  and  to  date  as  against  approved  budget.  The  Developer  will 
provide,  whenever  possible,  advance  notice  when  budgeted  item  will 
exceed  budget. 

Annual  updates:  The  DeveloDer  presents  updated  information  each  vear  for 
review,  including: 

•  Eligible  expenditures  to  date 

•  projection  of  remaining  eligible  expenditures  through 
entitlement 

•  A  summary  of  any  additional  legal  agreements  regarding  the 
funding  of  the  SWL  337  Associates,  LLC  by  its  member(s) 

inf»li  iHinn  annmv/alc  nf  onni  \o\  hi  iHnotc  otr* 
ii iLiuuii iy  ctppiuvdio  ui  diiiiudi  uuuytuo  tuo. 

•  Any  updates  on  the  status  of  the  Developer  development  team 
expertise 

Developer 
Financial  and 
Professional 
Capacity 

ENA  shall  be  amended  to  include  a  Port  right  to  request  and  review  financial 
information  supporting  the  financial  capacity  of  the  Developer  in  connection 
with  any  increase  in  the  predevelopment  budget. 

The  Developer  shall  be  required  to  demonstrate,  to  the  Port's  reasonable 
satisfaction,  adequate  financial  capacity  to  complete  the  activities  set  forth  in 
the  ENA  in  accordance  with  increased  and  predevelopment  budget. 

Port  has  determined  that  the  Developer  has  skill  and  expertise  to  carry  out 
its  obligations  under  the  ENA.  In  the  event  that  the  Developer  staff 
materially  changes,  the  Developer  shall  demonstrate,  to  the  Port's 
reasonable  satisfaction,  that  the  Developer  maintains  the  required  skill  and 
expertise. 

Changes  in 

Developer 

entity 

ENA  shall  be  amended  to  include  Port  review  and  approval  rights  for  the 
admission  of  any  new  member  to  the  Developer  entity  that  would  result  in 
such  new  member  or  partner  being  accountable  for  any  material  portion  of 
the  Developer's  responsibility  as  to  funding  or  devoting  appropriate  skill  and 
expertise  to  the  development  of  the  project. 

Other 

ENA  shall  be  amended  to  extend  the  time  within  which  the  Port  may 
exercise  its  option  under  Section  4.3(b),  subject  to  certain  terms  and 
conditions,  including  payment  of  compensation  to  the  Developer.  ENA  shall 
also  be  amended  to  delete  Section  2.4(e)  in  its  entirety  relating  to  the  Port's 
reserved  rights  to  negotiate  a  Public  Benefit  Development  Opportunity  as 
defined  in  the  ENA. 
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HIBIT  D:  Projected  Port  Revenues  from  SWL  337  Project 
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Executive  Summary 


Chapter  29  of  the  City's  Administrative  Code  requires  that  the  Board  of  Supervisors  make 
findings  of  fiscal  feasibility  for  certain  development  projects  before  the  City's  Planning 
Department  may  begin  California  Environmental  Quality  Act  ("CEQA")  review  of  those  proposed 
projects.  Chapter  29  requires  consideration  of  five  factors:  (1)  Direct  and  indirect  financial 
benefits  of  the  project,  including,  to  the  extent  applicable,  cost  savings  and/or  new  revenues, 
including  tax  revenues  generated  by  the  proposed  project;  (2)  The  cost  of  construction;  (3) 
Available  funding  for  the  project;  (4)  The  long  term  operating  and  maintenance  cost  of  the 
project;  and  (5)  Debt  load  to  be  carried  by  the  City  department  or  agency. 

This  report  provides  information  for  the  Board's  consideration  in  evaluating  the  fiscal  feasibility  of 
a  proposed  development  by  the  SWL  337  Associates  LLC  on  Seawall  Lot  337  ("SWL  337"),  and 
the  improvement  and  use  of  Pier  48,  collectively  referred  to  as  the  "Project."  A  more  detailed 
description  of  the  Project  is  provided  in  the  Introduction  to  this  report. 

(1)  Financial  Benefits.  The  Project  will  provide  a  range  of  direct  and  indirect  benefits  to  the 
City  and  the  Port.  Additional  details  on  and  analysis  of  the  Project's  financial  benefits  are 
provided  in  Chapter  1  of  this  report. 

a.  Fiscal  Benefits  to  the  City  and  Port.  The  development  of  SWL  337  and  the 

improvement  and  use  of  Pier  48  will  provide  both  new  ongoing  and  one-time 
revenues.  Ongoing  revenues  to  the  City  include  new  tax  receipts  from  Property, 
Possessory,  Sales,  Parking,  Hotel,  and  Gross  Receipts  taxes.  Based  on  the 
proposed  development,  these  ongoing  revenues  are  currently  estimated  to 
amount  to  $21.5  million  in  annual  revenue  to  the  City  upon  full  Project  build-out 
in  2013  dollars.  A  portion  of  the  possessory  interest  tax  revenues  will  be 
allocated  to  construction  of  public  facilities  and  infrastructure  on  the  Project  site 
through  the  use  of  financing  districts. 

The  City  will  also  receive  one-time  benefits  from  Development  Impact  Fees  (Jobs 
Housing  Linkage,  Child  Care,  Transportation  Impact  Development  Fee),  as  well  as 
revenue  associated  with  construction  of  the  Project.  These  one-time  revenues  are 
estimated  to  be  $60.2  million  in  2013  dollars  and  would  be  received  over  the 
course  of  project  development. 

b.  Economic  Benefits  to  the  City.  The  Project  will  have  economic  impacts  that 
benefit  the  City's  overall  economy.  New  direct,  indirect,  and  induced  economic 
activity  created  by  construction  activity  for  the  Project  is  projected  to  create 
approximately  10,100  annual  full  time  job  equivalents.1  At  full  build-out,  the 
Project  itself  is  projected  to  support  11,100  permanent  jobs  in  San  Francisco. 


1  Construction  jobs  represent  "job-years"  generated  over  the  course  of  development  only. 
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c.  Direct  Financial  Benefits  to  the  Port.  The  Port  will  receive  an  annual  rent 
projected  at  $4.5  million2  when  the  development  is  complete;  rent  to  the  Port 
would  be  even  greater  to  the  extent  that  the  disposition  of  the  properties  on  the 
Project  site  generates  more  value  than  anticipated,  and  to  the  extent  that  the 
Port's  participation  rent  from  future  buildings  exceeds  the  minimum  Base  Rent. 
The  participation  rent  from  future  buildings  on  parcels  subject  to  competitive 
solicitation3  will  include  15  percent  of  gross  revenues  from  retail  uses  (beginning 
in  Year  16),  and  will  include  a  share  of  revenue  from  housing  and  office  uses 
(share  to  be  determined  in  the  forthcoming  Disposition  and  Development 
Agreement4).  The  Port  will  also  participate  in  a  share  of  proceeds  from  certain 
sales  and  refinancings. 

d.  Direct  Benefits  to  the  City.  The  proposed  Project  will  include  a  number  of  public 
benefits,  including  over  eight  acres  of  new  publicly  accessible  parks  and  open 
spaces;  landscaped  pedestrian  facilities  including  waterfront  pathways  and 
pedestrian-only  street  segments;  bicycle  networks  for  both  commuters  and 
recreational  riders;  the  rehabilitation  of  Pier  48,  with  restored  public  access  to  its 
apron  along  Pier  48;  a  new  personal  watercraft  embarkation  point;  and  a  ground- 
level  retail  environment  thoughtfully  designed  to  both  serve  local  residents  and 
workers  and  attract  visitors. 

Additional  details  and  analysis  on  the  financial  and  economic  benefits  of  the  Project  are 
provided  in  Chapter  1. 

(2)  Cost  of  Construction.  The  Project  as  currently  proposed  will  cost  approximately 

$1.2  billion  to  construct  ($1.5  billion  in  nominal  terms).  This  cost  estimate  includes  $1.1 
billion  for  vertical  building  construction  ($1.3  billion  in  nominal  terms),  and  $130  million 
for  new  infrastructure  and  public  facilities  ($154  million  in  nominal  terms,  including  Pier 
48),  as  set  forth  in  further  detail  in  Chapter  2. 

(3)  Available  Funding  for  the  Project.  Predevelopment  and  infrastructure  costs  initially 
will  be  privately  financed  by  the  Master  Developer.  The  Master  Developer  will  be 
reimbursed  and  the  infrastructure  funding  potentially  augmented  by  several  sources, 
including  the  up-front  sale  of  Development  Rights  to  vertical  developers,  special  taxes 
levied  by  Community  Facilities  Districts  (each,  a  "CFD")  formed  under  the  Mello-Roos 
Community  Facilities  Act  of  1982,  tax  increment  financing  from  Infrastructure  Financing 


2  Term  Sheet,  February  22,  2013,  Sec.  9a  describes  minimum  Reserve  Rent,  projected  to  grow  as 
shown  in  Term  Sheet  Exhibit  E. 

3  Term  Sheet,  February  22,  2013,  Sec.  9e 

4  The  Development  and  Disposition  Agreement  ("DDA")  is  anticipated  to  be  executed  in  2015  following 
its  negotiation  and  the  completion  of  environmental  and  regulatory  review  and  all  required  approval. 
Percentage  revenue  sharing  from  parcels  acquired  by  the  Master  Developer  affiliate  will  be  determined 
in  collaboration  with  the  Port. 
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District  ("IFD")  project  areas,  and  debt  issuance  backed  by  CFD  and  IFD  revenues. 
Private  funds  will  be  used  for  construction  of  all  residential  and  commercial  uses, 
including  costs  for  building  design  and  construction,  City  impact  fees,  and  other  agency 
fees.  Additional  information  is  provided  in  the  Introduction  and  in  Chapter  3. 

(4)  Long-Term  Operating  and  Maintenance  Costs.  The  Master  Developer  (and/or 
subtenants)  will  be  responsible  for  a  portion  of  the  Project's  operation  and  maintenance, 
including  all  publicly  accessible  open  space  and  routine  street  sweeping  and  maintenance 
for  the  term  of  the  ground  lease.  City  departments,  including  the  San  Francisco  Police 
and  Fire  Departments,  Municipal  Transportation  Agency  ("SFMTA"),  and  the  Department 
of  Public  Works  ("DPW"),  will  have  increased  service  responsibilities  associated  with  the 
anticipated  population  and  employment  increase  within  the  Project  area.  Chapter  4  of 
this  report  provides  additional  information  about  the  anticipated  additional  demands  for 
services  and  cost  estimates,  where  available.  The  cost  estimates  associated  with  these 
services  will  be  further  refined  through  the  course  of  the  California  Environmental  Quality 
Act  ("CEQA")  review  of  the  Project. 

(5)  Debt  Load  to  be  Carried  by  the  City  or  the  Port.  As  described  in  further  detail  in  the 
Term  Sheet,  the  Project  proposes  to  use  proceeds  of  an  IFD  and  a  CFD  for  construction  of 
public  facilities  and  infrastructure.  Such  debt  obligations  will  be  secured  by  special  taxes 
and  possessory  interest  taxes  paid  by  the  Project  lessees  and  property  owners  and  will 
not  obligate  the  City's  General  Fund  or  the  Port's  Harbor  Fund.  The  IFD  property  tax 
increment  may  be  used  to  pay  for  infrastructure  directly,  repay  IFD  bonds,  or  to  pay  debt 
service  on  CFD  bonds,  as  described  below.  See  Chapter  5  for  additional  information. 
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Introduction 


Chapter  29  of  the  City's  Administrative  Code  requires  that  the  Board  of  Supervisors  review 
certain  development  projects  before  the  City's  Planning  Department  may  begin  California 
Environmental  Quality  Act  ("CEQA")  review  of  those  proposed  projects.  In  particular,  the  Board 
of  Supervisors  must  make  a  determination  of  fiscal  feasibility  and  responsibility  when  the  plan 
for  a  proposed  project  exceeds  $25  million  in  construction  cost,  and  where  at  least  $1.0  million 
of  the  cost  is  paid  by  certain  public  monies,  including  rent  credits. 

This  report  provides  information  under  Chapter  29,  subsection  Sec.  29.2,  for  the  Board's 
consideration  in  evaluating  the  feasibility  of  a  proposed  development  by  SWL  337  Associates  (the 
"Master  Developer")  on  Seawall  Lot  337  ("SWL  337")  and  the  reuse  of  Pier  48,  collectively 
referred  to  as  the  "Project."  The  current  Project  program  includes  the  construction  of  new  office, 
residential,  retail,  parking,  and  open  space  uses  on  SWL  337,  in  addition  to  the  rehabilitation  and 
reuse  of  Pier  48  and  its  aprons. 

Section  29.2  of  the  San  Francisco  Administrative  Code  lists  five  criteria  for  evaluating  the  fiscal 
feasibility  of  a  project: 

(1)  Direct  and  indirect  financial  benefits  of  the  project,  including,  to  the  extent  applicable,  cost 
savings  or  new  revenues,  including  tax  revenues  generated  by  the  proposed  project; 

(2)  The  cost  of  construction; 

(3)  Available  funding  for  the  project; 

(4)  The  long  term  operating  and  maintenance  costs  of  the  project;  and 

(5)  Debt  load  to  be  carried  by  City  departments  and  agencies. 

Each  of  these  criteria  is  discussed  in  the  chapters  that  follow. 

Central  to  this  analysis  is  the  Project's  "Term  Sheet,"  a  non-binding  document  between  the  Port 
and  the  Developer,  which  outlines  certain  basic  business  terms  of  the  Project.  The  Term  Sheet: 

•  Describes  negotiated  deal  terms  for  the  Project,  including  financial  terms. 

•  Describes  the  procedures  for  determining  rents  for  Parcel  Ground  Leases  (to  vertical  building 
developers)  and,  potentially,  sale  prices  for  outright  parcel  sales  (if  made  possible  through  a 
future  Public  Trust  swap). 

•  Has  been  informed  by  an  ongoing  public  outreach  process  for  the  Project. 

•  Outlines  certain  basic  terms  contemplated  for  the  Project's  final  transaction  documents, 
including  a  Disposition  and  Development  Agreement  ("DDA"). 

•  Is  subject  to  endorsement  by  the  Port  Commission  and  the  Board  of  Supervisors. 

Provisions  in  the  Term  Sheet  will  be  expanded  upon  in  greater  detail  within  various  transaction 
documents  to  be  created  as  the  Project  progresses. 
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The  evaluation  of  fiscal  feasibility,  including  financial  benefits  to  the  City  and  the  Port,  is 
preliminary,  based  on  the  current  characteristics  of  the  Project.  The  information  is  subject  to 
change  as  the  project  description  is  revised  through  public  review,  the  CEQA  process,  and  the 
negotiation  of  final  transaction  documents.  Actual  fiscal  outcomes  also  will  depend  on  future 
economic  conditions;  local,  State  and  Federal  policies;  and  other  possible  actions  that  may  affect 
the  Project. 

Proposed  Development 
Pier  48 

The  proposed  Mission  Rock  Project  includes  two  major  components  on  separate  Port  parcels. 
The  first  parcel  is  Pier  48,  a  contributing  resource  to  the  Port  of  San  Francisco  Embarcadero 
Waterfront  Historic  District,  which  is  listed  on  the  National  Register  of  Historic  Places.  The 
Master  Developer  has  identified  a  potential  tenant  for  the  Pier  48  sheds  and  valley,  and  the  Port 
has  indicated  its  willingness  to  consider  leasing  the  Pier  48  sheds  and  valley  to  the  potential 
tenant  after  completion  of  environmental  review  for  the  Project.  The  proposed  use  of  the  Pier  48 
sheds  is  allowed  under  existing  zoning. 

Pier  48  is  a  212,500  square-foot  facility,  with  two  main  pier  sheds,  Shed  A  and  Shed  B, 
connected  by  a  connector  shed,  Shed  C,  at  the  east  end  of  the  pier.  These  three  sheds 
collectively  contain  about  181,200  square  feet  of  enclosed  warehouse  space,  with  a  31,300 
square-foot  uncovered  "valley"  between  Shed  A  and  Shed  B.  This  report  assumes  that  10,000 
square  feet  of  Sheds  A  and  B  along  Terry  Francois  Boulevard  are  utilized  for  retail  uses. 

Under  the  proposal,  the  Port  would  lease  the  warehouse  sheds  and  valley  at  the  facility  to  a  user 
that  would  be  responsible  for  certain  superstructure,  seismic,  and  possibly  substructure 
improvements  to  the  pier,  in  addition  to  ongoing  maintenance  and  repairs  and  tenant 
improvements  to  suit  the  proposed  use.  It  is  anticipated  that  a  potential  lease  for  any  portion  of 
Pier  48  would  reflect  the  Port's  parameter  rent  for  similar  shed  structures.5 

Seawall  Lot  337 

The  second  parcel  is  Seawall  Lot  337.  The  Master  Developer  proposes  to  divide  SWL  337  into 
two  parks,  a  waterfront  plaza,  and  11  development  parcels,  10  of  which  would  be  developed  as  a 
mix  of  commercial/office,  retail,  and  residential  uses,  and  the  11th  of  which  would  be  developed 
as  structured  parking.  The  structured  parking  parcel  (the  "Parking  Structure")  would  serve  new 
development  and  other  nearby  uses,  including  games  and  other  events  at  the  AT&T  Ballpark. 
Flexible  zoning  controls  proposed  for  the  Project  would  permit  some  parcels  to  be  developed  for 
either  commercial  or  residential  uses  to  allow  for  development  to  respond  to  market  conditions. 

The  proposed  SWL  337  development  includes  650  to  1,500  rental  residential  units;  1,300,000  to 
1,700,000  square  feet  of  commercial  office  and/or  R&D  space;  150,000  to  250,000  square  feet 
of  retail;  and  up  to  3,000  parking  spaces.  This  Report  evaluates  a  specific  program  within  these 


5  Term  Sheet,  February  22,  2013,  Sec.  24 
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ranges  ("baseline  development  scenario"),  consisting  of  944  units  of  rental  residential,  1.3 
million  gross  square  feet  of  office  6,  161,400  square  feet  of  retail,  and  2,816  parking  spaces. 

The  Master  Developer  (and  its  development  partners)  will  have  options  to  develop  the  10  mixed- 
use  development  parcels,  subject  to  various  exceptions  defined  in  the  Term  Sheet. 

Development  is  proposed  to  begin  in  approximately  2015  and  continue  in  phases  (each,  a 
"Phase");  actual  timing  will  depend  on  the  certification  of  entitlements  and  market  conditions. 
Immediately  after  the  Project  receives  all  required  regulatory  approvals,  the  Port  and  the  Master 
Developer  will  enter  into  the  DDA  and  an  interim  Master  Lease  for  the  Site.  The  Master 
Developer's  base  rent  obligations  under  the  Master  Lease  will  be  reduced  as  each  parcel  is 
transferred  to  a  Vertical  Developer  for  building  development. 

The  Term  Sheet  lays  out  processes  for  these  parcel  transfers  to  Vertical  Developers,  including 
appraisal  and  auction  mechanisms  to  ensure  that  the  Vertical  Developers  pay  fair  market  value 
in  exchange  for  the  use  of  the  Port's  land. 

The  baseline  development  scenario  studied  for  this  Report  assumes  that  all  vertical  development 
parcels  will  be  transferred  to  Vertical  Developers  under  75-year  leases.  The  Port  believes, 
however,  that  it  may  be  able  to  obtain  State  approval  for  a  Public  Trust  swap  that  would  allow 
the  Port  to  sell  up  to  two  of  the  development  parcels  (each,  a  "Trust  Swap  Parcel")  outright.7 

Parking  Structure 

Port  and  Master  Developer  have  begun  discussions  with  the  San  Francisco  Municipal 
Transportation  Agency  ("SFMTA")  to  explore  the  feasibility  of  SFMTA  financing  and  operating  the 
Parking  Structure.  SFMTA  operation  of  the  garage  could  facilitate  its  implementation  of  City 
parking  management  and  transportation  policies.  If  the  Parking  Structure  is  not  financed  and 
operated  by  SFMTA,  it  may  be  offered  for  development  to  a  Vertical  Developer.8  In  any  case,  the 
Port  is  not  expected  to  provide  any  public  financing  for  the  Parking  Structure  except  the 
considerations  to  the  Vertical  Developer  noted  above,  and  CFD  bond  financing  that  can  be 
serviced  by  special  taxes  levied  on  the  taxable  parcels  at  the  Site  or  taxable  parcels  off-site  that 
will  benefit  from  the  Parking  Structure.9 

Overview  of  Project  Financing 

Project  economics  are  based  on  separate  horizontal  and  vertical  development  stages.  In 
general,  the  Master  Developer  will  be  responsible  for  all  predevelopment  and  horizontal 


6  Commercial  buildings  will  include  parking  and  retail  and  will  total  at  least  1.5  million  gross  square 
feet;  in  this  report,  uses  are  evaluated  separately  for  purposes  of  the  fiscal  and  economic  analysis. 

7  Term  Sheet,  February  22,  2013,  Sec.  18a. 

8  Term  Sheet,  February  22,  2013,  Sec.  16c. 

9  Term  Sheet,  February  22,  2013,  Sec.  16e.  The  levy  of  any  such  offsite  special  taxes  would  be 
subject  to  a  vote  by  the  affected  landowners  and/or  residents,  as  required  by  CFD  law. 
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infrastructure  costs  as  development  takes  place  and  will  be  entitled  to  a  market-based  rate  of 
return  on  its  investment.  Developer  Return  will  be  calculated  separately  for  each  Phase  (with 
Entitlement  Costs  considered  a  separate  Phase)  and  will  be  the  greater  of  (i)  the  amount  that  is 
equivalent  to  a  20  percent  IRR  (computed  with  quarterly  compounding)  on  unreimbursed 
Horizontal  Development  Costs  for  such  Phase  outstanding;  and  (ii)  the  amount  that  is  1.5  times 
the  highest  balance  of  horizontal  development  costs  outstanding  for  that  Phase,  so  that  the 
Master  Developer  receives  a  minimum  of  a  1.5  times  multiple  on  its  peak  equity.10 

Parcels  ready  for  development  will  be  subject  to  an  appraisal  process  whereby  the  value  of  each 
parcel  is  established.  A  portion  of  the  value  of  each  parcel  will  be  transferred  to  Vertical 
Developers  as  "Development  Rights",  and  the  remaining  value  will  constitute  ground  rent  to  the 
Port.  The  Development  Rights  will  be  sized  to  pay  off  the  Master  Developer's  outstanding  prior 
Phase  costs,  if  any,  fund  additional  infrastructure  costs  if  possible,  and  provide  Master  Developer 
with  Developer  Return  as  defined  above. 

Prepaid  fair  market  rent  for  the  first  two  development  parcels  is  expected  to  be  high  enough  to 
reimburse  all  of  Master  Developer's  predevelopment  costs  and  pay  accrued  return  on  its 
investment  unless  a  severe  economic  downturn  occurs  in  the  next  few  years.  The  use  of  prepaid 
ground  rent  for  this  purpose  minimizes  the  accrual  of  return  owed  to  the  Master  Developer. 
Other  mechanisms  contemplated  to  reduce  the  Port's  financial  obligation  to  the  Master  Developer 
and  generate  higher  future  rent  revenues  for  the  Port  include  efficient  delivery  of  horizontal 
development  within  each  Phase,  timing  public  debt  issuances  to  maximize  benefits  of  low 
borrowing  costs,  selling  one  or  more  Trust  Swap  Parcels,  and  possibly  employing  prepaid  ground 
leases  for  additional  parcels. 

In  addition  to  utilizing  the  prepaid  ground  rent  from  the  first  two  Phase  1  parcels  and 
Development  Rights  sales  revenues  from  subsequent  parcels,  the  Port  will  reimburse  the  Master 
Developer's  horizontal  costs  through  a  combination  of  Development  Rights  payments,  sale 
revenues  (to  the  extent  that  trust  swaps  occur),  CFD  special  taxes,  and  IFD  tax  increment 
financing. 


10  Term  Sheet,  February  22,  2013,  Sec.  12a. 
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1 .    Financial  Benefits 


The  Project  will  generate  a  range  of  tax  revenues  that  are  summarized  in  Tables  1  and  2.  These 
revenues  will  help  to  fund  services  to  the  Project  area,  as  well  as  Port  and  Citywide  services  and 
facilities.  This  chapter  also  describes  other  economic  benefits  from  the  Project,  including 
increased  economic  activity  in  the  City  and  the  creation  of  new  jobs,  summarized  in  Table  3. 
Lease  revenues  to  the  Port  are  described  in  Section  C  of  this  chapter. 

Key  assumptions  and  calculations  of  fiscal  benefits  are  shown  in  Appendix  A;  economic  impact 
calculations  are  in  Appendix  B.  The  financial  estimates  are  derived  from  the  baseline 
development  scenario  proposed  by  SWL  337  Associates  (described  in  the  Proposed  Development 
subsection  above)  and  studied  in  the  financial  analyses  that  have  underpinned  the  Term  Sheet 
negotiation  progress;  actual  results  may  vary  depending  on  the  actual  development  program  and 
fiscal  and  economic  conditions  during  the  time  the  Project  is  developed  and  occupied.  Flexible 
zoning  controls  will  permit  some  parcels  to  be  developed  for  either  commercial  or  residential 
uses  in  response  to  market  conditions  at  the  time  of  development;  this  approach  will  help 
achieve  full  Project  build  out  as  quickly  as  practicable  and  in  turn  will  maximize  property  value.. 

a.  Fiscal  Benefits  to  the  City  and  the  Port 

New  tax  revenues  from  the  Project  will  include  both  ongoing  annual  revenues  and  one-time 
revenues,  as  summarized  in  Table  1  and  Table  2,  respectively.  The  revenues  represent  direct, 
incremental  benefits  of  SWL  337  and  Pier  48.  These  tax  revenues  will  be  available  to  help  fund 
public  improvements  and  services  both  within  the  Project  and  Citywide. 
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Table  1    Fiscal  Results  Summary  -  Ongoing  Annual  Revenues  (2013$) 


Item 


Total 


Annual  General  Revenue 

Property  Tax  in  Lieu  of  VLF 
Sales  Tax 

Gross  Receipts  Tax 

Parking  Tax  (City  and  County  of  SF  @  20%) 
Property  Transfer  Tax 


$1,537,000 
$633,000 

$6,169,000 
$423,000 

$1.958.000 
$10,720,000 


Subtotal 


Annual  Other  Dedicated  and  Restricted  Revenue 

Parking  Tax  (MTA  80%) 
Public  Safety  Sales  Tax 
SF  County  Transportation  Authority  Sales  Tax 


$1,691,000 
$316,000 
$316,000 

$2,323,000 


Subtotal 


Possessory  Interest  Taxes  (1) 


$8,453,000 


Total,  General  plus  Other  Dedicated  and  Restricted  Revenues 


$21,496,000 


*  Represent  direct  incremental  public  tax  revenues  attributable  to  SWL  37  and  Pier  48. 
Numbers  have  been  rounded  to  the  nearest  thousand. 

(1)  Until  project  infrastructure  costs  are  fully  paid,  the  full  $0.65  per  possessory  interest  tax  dollar  generated  from  the 
site  will  be  utilized  to  fund  bond  debt  service  and  on  a  pay-go  basis  to  fund  infrastructure  costs  through  an  IFD 
approved  by  the  Board  of  Supervisors. 
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Table  2    Fiscal  Results  Summary,  One-Time  Revenues  (2013$) 


Item 


Total 


Development  Impact  Fees  (1) 
Jobs  Housing  Linkage  -  §413 
Affordable  Housing--  §415  (2) 
Child  Care 


$32,729,000 
$0 


$1,424,000 
$18,364,000 


TIDF-§411.3(3) 
Total:  Development  Impact  Fees 


$52,517,000 


Other  One-Time  Revenues 
Sales  Taxes  During  Construction 
Gross  Receipts  Tax  During  Construction 


$3,933,000 
$3.720,000 

$7,653,000 


Total:  Other  One-Time  Revenues 


Total  One-Time  Revenues 


$60,170,000 


(1)  Impact  fee  rates  as  of  January  17,  2013.  Fee  estimates  per  San  Francisco  Planning  Dept. 

See  Table  A-4  for  details  on  fee  calculations. 

(2)  Project  will  provide  inclusionary  units  and  will  not  be  subject  to  Affordable  Housing  Fee. 

(3)  Pending  City  legislation  may  modify  the  existing  TIDF. 
*  Numbers  have  been  rounded  to  the  nearest  thousand. 

Possessory  Interest  Taxes 

Possessory  interest  tax  at  a  rate  of  1  percent  of  value  will  be  collected  from  the  land  and 
improvements  associated  with  the  Project.11  The  development  (on  publicly-owned  land  leased  to 
private  interests)  will  be  charged  a  "possessory  interest  tax"  in  an  amount  equivalent  to  property 


The  City  receives  up  to  $0.65  of  every  property  or  possessory  interest  tax  dollar  collected;  the 
balance  goes  to  other  agencies,  including  the  Education  Revenue  Augmentation  Fund,  which 
provides  funding  for  schools.  The  General  Fund  distributes  $0.08  cents  from  its  $0.65  of 
property  tax  revenue  to  other  dedicated  City  purposes,  including  the  Children's  Fund,  Library 
Fund,  and  Open  Space  Fund.  Taxpayers  also  pay  various  "overrides",  including  taxes  for  Citywide 
General  Obligation  bonds,  special  taxes  and  assessments  that  exceed  the  constitutional  1 
percent  property  tax.  These  overrides  are  not  estimated  in  this  analysis. 

The  Term  Sheet  proposes  to  use  IFD  tax  increment  revenues  to  help  fund  horizontal 
development  (site  preparation,  infrastructure,  and  site-wide  amenities)  and  portions  of  Pier  48's 


11  Ad  valorem  property  taxes  supporting  general  obligation  bond  debt  in  excess  of  this  1  percent 
amount  are  excluded  for  purposes  of  this  analysis.  Such  taxes  require  separate  voter  approval  and 
proceeds  are  payable  only  for  uses  approved  by  the  voters. 


tax. 
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rehabilitation.12  This  analysis  also  assumes  that  net  available  possessory  interest  tax  derived 
from  the  Project  will  be  deployed  to  cover  these  costs,  as  required,  rather  than  remaining  in  the 
General  Fund.  This  analysis  assumes  that  possessory  interest  tax  available  to  the  IFD  will  only 
include  net  available  increment  from  the  Project  itself.  The  infrastructure  financing  plan  that  will 
be  adopted  along  with  the  approval  of  the  IFD  project  area  will  direct  where  excess  IFD 
increment  will  flow  once  all  applicable  horizontal  development  has  been  funded.  For  purposes  of 
this  analysis,  excess  IFD  taxes  are  assumed  to  flow  to  the  City's  General  Fund.  However,  under 
the  proposed  Port  IFD  policy,  recommended  to  the  Board  of  Supervisors  by  the  Capital  Planning 
Committee,  excess  IFD  taxes  would  go  either  to  the  General  Fund  or  the  City's  seawall,  subject 
to  the  discretion  of  the  Board  and  the  Mayor. 

Land,  buildings,  and  other  improvements  will  be  assessed  and  taxed.  In  the  event  of  the  sale  of 
a  parcel  at  SWL  337,  the  land  will  be  assessed  at  the  new  transaction  price;  following 
development  of  buildings  (and  their  sale,  if  applicable)  the  property  will  be  re-assessed.  In  the 
case  of  a  long-term  ground  lease,  it  is  likely  that  the  land  will  be  assessed  at  the  "present  value" 
of  the  lease,  which  will  reflect  the  value  of  the  land  if  sold  subject  to  the  conditions  of  the  lease. 
The  assessed  values  will  be  determined  by  the  City  Assessor;  the  estimates  shown  in  this 
analysis  are  preliminary  and  subject  to  revision.  The  secured  assessed  value  of  the  Project  is 
estimated  based  on  development  costs  and  reflect  value  upon  lease-up  and  stabilization. 

The  assessed  value  is  assumed  to  grow  at  a  2  percent  annual  rate  (or  at  CPI,  whichever  is  less) 
as  permitted  by  State  law,  unless  a  transaction  occurs  which  would  reset  the  assessed  value  to 
the  transaction  price,  or  unless  depreciation  or  adverse  economic  conditions  negatively  affect 
assessed  value.  The  analysis  assumes  that  the  overall  growth  in  value  will  keep  pace  with 
inflation.  The  Term  Sheet  includes  mechanisms,  for  example  special  taxes,  to  assure  that 
infrastructure  can  be  adequately  funded  even  if  IFD  property  taxes  decline. 

It  is  likely  that  taxes  will  also  accrue  during  construction,  depending  on  the  timing  and  method  of 
assessment  and  tax  levy. 

Property  Tax  In-Lieu  of  Vehicle  License  Fees 

The  State  budget  currently  converts  a  significant  portion  of  what  used  to  be  Motor  Vehicle 
License  Fee  (VLF)  subventions,  previously  distributed  by  the  State  based  using  a  per-capita 
formula,  into  property  tax  distributions.  These  distributions  increase  over  time  based  on 
assessed  value  growth  within  each  jurisdiction.  These  revenues  to  the  City  are  projected  to 
increase  proportionately  to  an  increase  in  the  assessed  value  of  the  Project. 


12  The  Port  has  proposed  a  set  of  IFD  guidelines  (Nov.  2012)  for  infrastructure  investments  on  Port 
land,  which  includes  a  provision  that  all  of  the  City's  share  of  tax  increment  be  available  the  associated 
IFD,  in  recognition  of  the  Port's  extraordinary  capital  needs.  If  the  Board  of  Supervisors  were  to  adopt 
these  guidelines,  the  Project  would  receive  $0.65  for  every  dollar  of  IFD  tax  increment.  The  Term 
Sheet  for  this  Project,  and  the  economics  associated  therewith  are  based  on  $0.65  for  IFD  collection 
purposes. 
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Sales  Taxes 

The  City  General  Fund  receives  1  percent  of  taxable  sales.  Sales  taxes  will  be  generated  from 
several  Project-related  sources: 

•  Sales  at  new  retail  and  restaurant  uses  at  the  Project 

•  Taxable  expenditures  by  new  residents  and  commercial  tenants  at  the  Project 

In  addition  to  the  1  percent  sales  tax  received  by  every  city  and  county  in  California,  voter- 
approved  local  taxes  dedicated  to  transportation  purposes  are  collected.  Two  special  districts, 
the  San  Francisco  County  Transportation  Authority  and  the  San  Francisco  Public  Financing 
Authority  (related  to  San  Francisco  Unified  School  District)  also  receive  a  portion  of  sales  taxes 
(0.50  and  0.25  percent,  respectively)  in  addition  to  the  1  percent  local  portion.  The  City  also 
receives  revenues  from  the  State  based  on  sales  tax  for  the  purpose  of  funding  public  safety- 
related  expenditures. 

Sales  Taxes  from  Construction 

During  the  construction  phases  of  the  Project,  one-time  revenues  will  be  generated  by  sales  and 
use  taxes  on  construction  materials  and  fixtures.  Sales  tax  will  be  allocated  directly  to  the  City 
and  County  of  San  Francisco  in  the  same  manner  as  described  in  the  prior  paragraph. 

Transient  Occupancy  Tax  (TOT) 

Hotel  Room  Tax  (also  known  as  Transient  Occupancy  Tax  or  TOT)  will  be  generated  by  hotel 
occupancies  that  could  be  enhanced  by  the  commercial  and  residential  uses  envisioned  for  the 
Project.  The  City  currently  collects  a  14  percent  tax  on  room  charges.  However,  given  that  no 
hotel  component  is  envisioned  for  the  Project  (out-of-town  visitors  to  the  site  will  likely  stay  at 
hotels  elsewhere  in  the  City),  the  impact  will  not  be  direct  and  is  excluded  from  this  analysis. 

Parking  Tax 

The  City  collects  tax  on  parking  charges  at  garages  and  lots  open  to  the  public.  The  tax  is 
25  percent  of  the  pre-tax  parking  charge.  The  SFMTA  retains  80  percent  of  the  parking  tax 
revenue;  the  other  20  percent  is  available  to  the  General  Fund  for  allocation  to  special  programs 
or  purposes.  If  SFMTA  were  to  operate  the  Parking  Structure,  its  revenues  would  be  subject  to 
the  City's  parking  tax. 

This  analysis  assumes  that  all  parking  spaces  envisioned  for  the  Project  will  generate  parking 
tax.  This  analysis  does  not  include  any  off-site  parking  tax  revenues  that  may  be  generated  by 
visitors  to  the  Project  that  park  off-site.  A  detailed  parking  and  transit  analysis  will  be  conducted 
as  a  part  of  further  evaluations  of  the  Project,  which  will  likely  provide  a  more  refined  estimate  of 
this  additional  offsite  parking  tax  revenue. 

Property  Transfer  Tax 

The  City  collects  a  property  transfer  tax  of  $6.80  per  $1,000  of  transferred  value  on  transactions 
up  to  $1  million,  $7.50  per  $1,000  on  transactions  up  to  $5  million,  $20.00  per  $1,000  on 
transactions  from  $5  million  to  $10  million,  and  $25.00  per  $1,000  on  transactions  above 
$10  million. 
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Given  that  SWL  337's  residential  units  are  envisioned  as  rental  apartments  and  its  commercial 
program  will  be  leased,  the  turnover  within  the  Project  will  be  infrequent  and  limited  to  entire 
buildings.  The  fiscal  analysis  assumes  that  all  property  sells  once  every  ten  to  twenty  years,  or 
an  average  of  about  once  every  15  years.  For  estimating  purposes,  it  is  assumed  that  sales  are 
spread  evenly  over  every  year,  although  it  is  more  likely  that  sales  will  be  sporadic.  An  average 
tax  rate  has  been  applied  to  the  average  sales  transactions  to  estimate  the  potential  annual 
transfer  tax  to  the  City.  Actual  amounts  will  vary  depending  on  economic  factors  and  the 
applicability  of  the  tax  to  specific  transactions. 

Gross  Receipts  Tax 

Estimated  gross  receipts  tax  revenues  from  on-site  businesses  and  activities  are  derived  from 
revenue  estimates  using  data  from  the  City's  Assessor,  retail  sales,  and  parking  revenue 
projections.  This  analysis  does  not  estimate  the  "phase  in"  of  this  tax  during  the  2014  to  2017 
period  and  assumes  gross  receipts  taxes  will  be  substantial  enough  to  replace  the  existing 
payroll  tax.  Actual  revenues  from  future  gross  receipt  taxes  will  depend  on  a  range  of  variables, 
including  business  sizes,  share  of  activity  within  San  Francisco,  and  other  factors. 

Transfer  Fees  to  the  Port 

The  Term  Sheet  provides  that  the  Port  may  collect  transfer  fees  upon  the  sale,  transfer,  or 
refinancing  proceeds  of  certain  properties.13  This  fee  is  separate  and  distinct  from  the  current 
transfer  taxes  collected  by  the  City.  Depending  on  the  magnitude  of  the  fee  relative  to  sales 
prices,  there  may  be  a  minimal  adverse  impact  on  sales  prices,  assessed  values,  and  property 
tax  revenues.  This  analysis  does  not  include  any  property  transfer  fees  since  the  residential 
property  is  expected  to  be  rental  (unless  property  is  removed  from  the  Tidelands  Trust 
restrictions),  and  turnover  of  commercial  property  is  infrequent  and  difficult  to  predict.  However, 
when  sales  or  refinancing  of  residential  rental  and  commercial  buildings  within  the  Project  occur, 
the  City,  under  the  auspices  of  the  Port,  will  receive  property  transfer  fees  from  these 
transactions. 

One-Time  Revenues 

The  City  will  collect  a  number  of  revenues  that  are  not  recurring,  including  Development  Impact 
Fees  (see  below)  and  sales  taxes  from  the  sale  of  construction  materials. 

Development  Impact  Fees 

The  Project  will  generate  a  number  applicable  City  impact  fees  which  include: 

•  Jobs  Housing  Linkage  (Planning  Code  Sec.  413)  -  A  fee  per  each  new  square  foot  of 
commercial  development. 

•  Affordable  Housing  (Planning  Code  Sec.  415)  -  New  rental  housing  built  for  the  Project  will 
meet  City  inclusionary  housing  requirements  under  Planning  Code  §§  415.1-415.11  for  on- 
site  inclusionary  housing  for  15  percent  of  the  units  at  55  percent  of  area  median  income  as 


Term  Sheet,  February  22,  2013,  Sec.  10c. 
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Given  that  SWL  337's  residential  units  are  envisioned  as  rental  apartments  and  its  commercial 
program  will  be  leased,  the  turnover  within  the  Project  will  be  infrequent  and  limited  to  entire 
buildings.  The  fiscal  analysis  assumes  that  all  property  sells  once  every  ten  to  twenty  years,  or 
an  average  of  about  once  every  15  years.  For  estimating  purposes,  it  is  assumed  that  sales  are 
spread  evenly  over  every  year,  although  it  is  more  likely  that  sales  will  be  sporadic.  An  average 
tax  rate  has  been  applied  to  the  average  sales  transactions  to  estimate  the  potential  annual 
transfer  tax  to  the  City.  Actual  amounts  will  vary  depending  on  economic  factors  and  the 
applicability  of  the  tax  to  specific  transactions. 

Gross  Receipts  Tax 

Estimated  gross  receipts  tax  revenues  from  on-site  businesses  and  activities  are  derived  from 
revenue  estimates  using  data  from  the  City's  Assessor,  retail  sales,  and  parking  revenue 
projections.  This  analysis  does  not  estimate  the  "phase  in"  of  this  tax  during  the  2014  to  2017 
period  and  assumes  gross  receipts  taxes  will  be  substantial  enough  to  replace  the  existing 
payroll  tax.  Actual  revenues  from  future  gross  receipt  taxes  will  depend  on  a  range  of  variables, 
including  business  sizes,  share  of  activity  within  San  Francisco,  and  other  factors. 

Transfer  Fees  to  the  Port 

The  Term  Sheet  provides  that  the  Port  may  collect  transfer  fees  upon  the  sale,  transfer,  or 
refinancing  proceeds  of  certain  properties.13  This  fee  is  separate  and  distinct  from  the  current 
transfer  taxes  collected  by  the  City.  Depending  on  the  magnitude  of  the  fee  relative  to  sales 
prices,  there  may  be  a  minimal  adverse  impact  on  sales  prices,  assessed  values,  and  property 
tax  revenues.  This  analysis  does  not  include  any  property  transfer  fees  since  the  residential 
property  is  expected  to  be  rental  (unless  property  is  removed  from  the  Tidelands  Trust 
restrictions),  and  turnover  of  commercial  property  is  infrequent  and  difficult  to  predict.  However, 
when  sales  or  refinancing  of  residential  rental  and  commercial  buildings  within  the  Project  occur, 
the  City,  under  the  auspices  of  the  Port,  will  receive  property  transfer  fees  from  these 
transactions. 

One-Time  Revenues 

The  City  will  collect  a  number  of  revenues  that  are  not  recurring,  including  Development  Impact 
Fees  (see  below)  and  sales  taxes  from  the  sale  of  construction  materials. 

Development  Impact  Fees 

The  Project  will  generate  a  number  applicable  City  impact  fees  which  include: 

•  Jobs  Housing  Linkage  (Planning  Code  Sec.  413)  -  A  fee  per  each  new  square  foot  of 
commercial  development. 

•  Affordable  Housing  (Planning  Code  Sec.  415)  -  New  rental  housing  built  for  the  Project  will 
meet  City  inclusionary  housing  requirements  under  Planning  Code  §§  415.1-415.11  for  on- 
site  inclusionary  housing  for  15  percent  of  the  units  at  55  percent  of  area  median  income  as 


13  Term  Sheet,  February  22,  2013,  Sec.  10c. 
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determined  by  the  U.S.  Department  of  Housing  and  Urban  Development  for  the  San 
Francisco  area  ("AMI").  Residential  condominiums,  if  built,  will  not  include  inclusionary  units. 
Instead,  the  Vertical  Developer  will  pay  in  lieu  fees  for  the  development  parcel.14 

•  Child  Care  (Planning  Code  Sec.  414)  -  A  fee  per  square  foot  paid  by  the  commercial  uses 
(hotel,  office  and  retail). 

•  Transit  Impact  Development  Fee  (Planning  Code  Sec.  411.3)  -  A  fee  per  square  foot  paid  by 
all  commercial  uses. 

In  addition  to  the  impact  fees  charged  by  the  City,  there  are  a  range  of  other  utility  connection 
and  capacity  charges  that  will  be  collected  based  on  utility  consumption  and  other  factors.  Other 
fees  will  include  school  impact  fees  to  be  paid  to  the  San  Francisco  Unified  School  District. 

b.  Economic  Benefits  to  the  City 

The  construction  of  the  Project  on  SWL  337,  the  improvement  and  use  of  Pier  48,  and  future 
economic  activity  of  businesses  and  households  that  will  occupy  the  Project,  will  create  short- 
term  construction  spending  and  jobs,  as  well  as  longer-term,  permanent  jobs  and  economic 
activity  in  San  Francisco.  The  economic  analysis  provides  estimates  of  these  benefits,  including 
the  "multiplier"  effects  from  expenditures  by  new  businesses  and  households  that  in  turn 
generate  more  business  to  suppliers  and  other  industries  supporting  the  new  businesses  at  the 
Project.  The  potential  benefits  are  summarized  in  Table  3. 


Term  Sheet,  February  22,  2013,  Sec.  20. 
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Table  3    Estimated  Annual  Economic  Impacts  (2013$) 


Impact  Category  Total 


Ongoing  Project  Employment1  Annual  Average 

Direct  6,550 

Indirect  1,390 

Induced  3.160 

Total  Employment  11,100 

Annual  Total  Economic  Output  $2,106,295,000 


One-Time  Construction-Related  Employment  Job-Years 

Direct  6,370 

Indirect  1,490 

Induced  2.270 

Total  Employment  10,130 

Total  Economic  Output  During  Construction  $2,055,958,000 


[1]  Reflects  full-time  equivalents,  including  jobs  generated  by  uses  on  SWL  337  and  Pier  48. 
Source:  IMPLAN  2010;  and  Economic  &  Planning  Systems. 

The  estimates  are  based  on  current  proposals  and  plans  that  will  be  refined  during  the  planning 
process  and  environmental  review.  The  current  analysis  is  intended  to  provide  a  general  "order 
of  magnitude"  of  benefits,  and  to  provide  a  description  of  the  types  of  benefits.  A  detailed  market 
analysis  has  not  been  prepared  at  this  time,  but  the  assumptions  and  methodologies  are  believed 
sufficient  for  a  planning-level  analysis.  Assumptions  and  calculations  are  further  documented  in 
Appendix  B. 

Short-Term  (One-Time)  Construction  Impacts 

Construction  expenditures  for  site  development  and  vertical  construction  of  the  mix  of  uses 
including,  office,  retail,  and  residential  are  likely  to  total  approximately  $1.3  billion  over  a  three- 
to  five-year  period.  In  addition  to  "direct"  construction  activity  and  jobs  on  site,  the  construction 
expenditures  will  also  generate  new  business  and  jobs  "indirectly"  for  San  Francisco  firms  serving 
the  construction  industry.  Expenditures  in  San  Francisco  by  the  households  of  employees  of 
companies  benefiting  from  these  direct  and  indirect  expenditures  will  create  additional  "induced" 
benefits  to  the  City. 
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Long-Term  (Ongoing)  Annual  Economic  Impacts 

The  Project's  long-term  impacts  will  be  generated  by  the  ongoing  business  operations  of  the 
anticipated  mix  of  businesses  that  will  occupy  the  Project  at  buildout,  including  retail  stores  and 
services,  light  manufacturing,  and  office-based  businesses. 

Office  uses  are  projected  to  occupy  the  largest  share  of  commercial  space  at  the  Project  (over  78 
percent)  and,  accordingly,  are  estimated  to  generate  the  greatest  ongoing  economic  impacts. 
This  analysis  assumes  a  mix  of  office-based  businesses  consistent  with  employment  projections 
for  the  region  between  2010  and  2020. 15  Professional  and  business  services  are  assumed  to 
account  for  about  85  percent  of  office-based  employment,  with  information  technology  (IT)  and 
related  services  accounting  for  about  one-half  of  that  85  percent.  The  remaining  15  percent  is 
assumed  to  comprise  a  mix  of  finance,  insurance,  and  real  estate  services,  and  medical  offices. 
The  mix  of  office  types  used  for  this  analysis  is  a  projected  estimate  that  is  representative  of  the 
overall  Bay  Area  market;  the  final  mix  may  vary  depending  on  market  conditions  during  each 
Phase.  1.3  million  square  feet  of  office  space,  amount  studied  in  this  analysis,  is  expected  to 
generate  approximately  5,700  jobs  and  $1.2  billion  in  direct  output  annually. 

Retail  uses  are  assumed  to  occupy  150,000  to  250,000  square  feet  at  the  Project,  with  10,000 
square  feet  of  that  retail  on  Pier  48  and  the  balance  at  SWL  337.  This  analysis  studied  171,400 
square  feet  of  retail  (including  the  10,000  square  feet  on  Pier  48)  and  assumes  a  mix  of 
retail/neighborhood  service  businesses  consistent  with  employment  projections  for  the  region 
between  2010  and  2020. 16  Food  services  and  drinking  places  including  restaurants,  coffee  shops, 
and  bars  are  assumed  to  comprise  almost  60  percent  of  retail  type  businesses,  followed  by  retail 
stores  (30  percent),  with  the  remaining  10  percent  made  up  of  a  mix  of  neighborhood  financial 
services  and  variety  of  personal  services.  This  mix  reflects  the  projected  regional  average;  the 
Project's  retail  mix  has  not  yet  been  determined.  Based  on  average  employee  densities  in 
neighborhood  commercial  uses,  about  570  jobs  will  be  supported  by  the  Project's  retail  uses, 
generating  approximately  $53.9  million  in  direct  output  annually. 

Light  manufacturing  uses  are  proposed  to  occupy  the  202,500  of  the  212,500  leasable  square 
feet  on  Pier  48,  which  consisting  of  171,200  square  feet  of  covered  shed  space  and  31,300 
square  feet  of  paved  yard  space.  Pier  48's  additional  10,000  square  feet  of  covered  shed  space 
would  house  retail  uses  and  is  included  in  the  retail  analysis  described  above.  Total  annual  direct 
output  of  about  $70.1  million  and  200  jobs  are  estimated  for  the  light  manufacturing  uses.17 


15  Projections  published  by  the  Labor  Market  Information  Division  of  the  California  Employment 
Development  Department  for  the  San  Francisco-San  Mateo-Redwood  City  Metropolitan  Division, 
October  2012. 

16  Ibid. 

17  Based  on  EPS  assumptions  and  San  Francisco  data  from  IMPLAN  2010;  a  brewery  is  the  proposed 
light  industrial  use. 
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New  Households 

Development  of  residential  units  on  SWL  337  will  accommodate  new  households,  generating  a 
small  number  of  new  jobs  and  economic  activity  within  the  City.  Expenditures  by  the  occupants 
of  the  new  units,  other  than  those  to  support  the  small  number  of  jobs  directly  serving  the 
residential  buildings  such  as  building  maintenance,  janitorial  services,  waste  collection,  domestic 
services,  and  child  care,  are  not  included  in  the  economic  impact  numbers.  The  analysis 
assumes  that  the  projected  economic  activity  generated  by  the  Project  is  due  to  jobs  locating 
onsite;  however,  the  addition  of  a  significant  supply  of  residential  units  will  help  to  ensure  that 
induced  expenditures  are  captured  in  San  Francisco,  and  that  expenditures  by  residents  re- 
locating from  other  communities  are  also  spent  in  the  City.  These  effects  will  be  a  substantial 
benefit  to  San  Francisco  business  revenues. 

Total  Output 

"Output"  refers  to  total  income  from  all  sources  to  the  businesses  located  at  the  Project;  it 
includes  all  supplies,  labor,  and  profit  required  to  produce  the  goods  and  services  provided  by 
the  businesses.  In  addition,  Project  businesses  will  spend  money  on  goods,  supplies,  and 
services  in  San  Francisco,  which  will  generate  additional  "indirect"  economic  activity  and  support 
additional  jobs  at  those  suppliers.  The  expenditures  of  the  San  Francisco  households  holding 
those  direct  and  indirect  jobs  will  spend  a  portion  of  their  income  in  the  City,  which  is  an 
additional  source  of  "output".  Total  output  is  the  sum  of  direct,  indirect,  and  induced  business 
income  in  the  City  as  a  result  of  the  Project. 

Employment 

New  permanent  full  and  part-time  jobs  will  be  created  by  the  Project.  The  number  of  jobs  to  San 
Francisco  residents  will  depend  on  the  ability  of  local  residents  to  compete  for  Project 
employment  opportunities  and  implementation  of  local  hire  policies. 

c.  Direct  Financial  Benefits  to  the  Port 

The  following  sections  provide  a  summary  of  key  financial  terms  from  the  Term  Sheet;  however, 
they  are  not  meant  to  be  a  comprehensive  description  of  the  deal  structure,  and  should  be 
considered  in  connection  with  the  Term  Sheet  and  its  associated  exhibits  and  materials. 

Base  Rent  and  Percentage  Rent 

In  the  near  term,  the  Port  will  continue  to  be  paid  rent  under  a  Seawall  Lot  337  Master  Lease 
(the  "Master  Lease")  with  terms  consistent  with  those  in  Seawall  Lot  337's  current  lease.18  The 
Master  Lease  will  provide  for  partial  termination  upon  the  release  of  each  Development  Parcel  for 
vertical  development.  As  the  Development  Parcels  are  transferred  to  Vertical  Developers  at  fair 
market  value,  each  parcel  will  be  subject  to  a  Parcel  Ground  Lease.  For  eight  of  the  ten 
development  parcels,  the  Port  will  receive  an  initial  base  rent  established  by  a  valuation 
procedure  that  allocates  fair  market  value  between  initial  base  rent  (which  will  be  no  lower  than 


18  Lease  No.  L-14980:  $2.4  million  base  rent  and  percentage  rent  of  66  percent  of  gross  revenues  after 
allowed  expenses. 
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the  parcel's  share  of  the  $3.5  million  reserve  rent  absent  Port  Commission  consent,  and  which  is 
projected  to  be  $4.5  million  based  on  current  estimates)  plus  a  "Development  Rights  Payment" 
for  associated  infrastructure  costs.19  The  Parcel  Ground  Leases  for  these  eight  parcels  will 
include  "percentage  rent"  participation  in  gross  rental  revenues  received  by  Vertical  Developers; 
the  Port  will  receive  the  greater  of  percentage  rent  or  base  rent.  For  the  first  two  parcels  to  be 
developed,  all  fair  market  value  will  go  to  Development  Rights  Payments.20 

Pier  48  will  be  leased  at  fair  market  rent.  In  light  of  current  projections  of  sea  level  rise,  the  Port 
will  limit  the  maximum  initial  term  to  30  years,  after  which  the  Port  Commission  will  consider 
options  to  extend  the  term  in  light  of  policies  and  procedures  in  place  to  address  sea  level  rise. 

Proceeds  from  Building  Sales  and  Refinancings 

The  Port  will  receive  a  1.5  percent  share  of  net  proceeds  from  building  and  leasehold  rights 
sales21;  a  1.0  to  1.5  percent  transfer  fee  when  any  Trust  Swap  Parcels  are  sold22;  and  a  transfer 
fee  of  1.5  percent  of  any  proceeds  of  refinancing  that  are  not  invested  back  into  the  parcel  being 
refinanced.23  If  the  Master  Developer  exercises  its  right  of  first  refusal  to  serve  as  Vertical 
Developer  for  a  parcel  and  sells  the  rights  to  that  parcel  before  the  first  site  or  building  permit  is 
issued,  the  Port  is  entitled  to  all  net  proceeds  for  that  parcel. 

Operating  Expenses 

Certain  operational  and  maintenance  expenses  will  be  the  responsibility  of  SWL  337  Associates 
LLC  and  subsequent  purchasers  of  Development  Rights  over  the  lives  of  the  Project  leases, 
including  (i)  the  maintenance  of  all  built  facilities  and  related  landscaping,  parks,  and  other 
publicly  accessible  open  spaces,  (ii)  street  sweeping  and  routine  maintenance  of  public  rights  of 
way.  These  responsibilities  are  intended  to  be  addressed  through  the  creation  of  a  CFD  over  the 
entire  site  for  maintenance.  This  maintenance  CFD  would  be  additive  to  CFD  special  taxes  for 
infrastructure  funding.  Special  taxes  levied  against  each  taxable  development  parcel  would 
provide  pay-as-you-go  funds  for  operating  and  maintenance  costs  of  public  access  and  open 
space  areas. 

IFD  funds  will  be  used  for  major  street  resurfacing  and  rehabilitation.  Other  operational 
responsibilities  for  sewers,  electrical  infrastructure,  and  water  lines  will  be  the  responsibility  of 
the  applicable  utility  operator. 


19  Term  Sheet,  February  22,  2013,  Sec.  9a,  9b.  See  Attachment  E  for  projections  of  Port  rent. 

20  Term  Sheet,  February  22,  2013,  Sec.  9e.  Percentage  sharing  from  parcels  acquired  by  the  Master 
Developer  affiliate  will  be  determined  in  collaboration  with  the  Port. 

21  Term  Sheet,  February  22,  2013,  Sec.  10,  except  for  Phase  1  parcels  that  were  sold  at  less  than  the 
amount  required  to  reimburse  Master  Developer's  predevelopment  costs  and  accrued  interest  ("Upset" 
Transfers). 

22  Term  Sheet,  February  22,  2013,  Sec.  10c. 

23  Term  Sheet,  February  22,  2013,  Sec.  lOd. 
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Capital  Investment 

SWL  337  Associates  LLC  will  privately  finance  the  entitlement  and  planning  costs,  as  well  as  the 
hard  and  soft  costs  of  site  preparation,  infrastructure,  parks,  and  other  public  facilities  which 
aren't  otherwise  funded  directly  through  CFD  or  IFD  revenues.  These  capital  investments  by 
SWL  337  Associates  LLC,  projected  to  equal  up  to  $154  million,24  will  be  subject  to 
reimbursement  at  a  20  percent  annual  return.  Reimbursement  funds  will  come  from  IFD  bond 
proceeds  and  tax  increment  revenues,  CFD  bond  proceeds  and  CFD  special  tax  revenues,  and 
proceeds  from  the  sale  of  Development  Rights  to  the  Vertical  Developers  of  individual  parcels. 

All  new  buildings  will  be  funded  solely  through  private  sources  of  investment.  These  investments 
are  projected  to  total  $1.3  billion  through  buildout.25  Other  public  financing  mechanisms  may  be 
explored  including  various  revenue  bonds  specific  to  particular  infrastructure  and  programs.26 

d.  Direct  Benefits  to  the  City  -  Creation  and 
Maintenance  of  New  Public  Access  Facilities 

Mission  Rock  will  provide  a  range  of  public  parks,  public  access  and  open  space,  including: 

•  Three  major  new  open  spaces  connected  with  the  surrounding  neighborhoods.  These  parks, 
totaling  approximately  eight  acres,  will  be  phased  over  the  course  of  development. 

•  A  network  of  landscaped  pedestrian  connections. 

•  Multiple  classes  of  bicycle  networks,  from  commuting  lanes  to  recreational  pathways, 
throughout  the  Project  site. 

•  Rehabilitation  of  the  apron  along  Pier  48,  which  is  currently  red-tagged  and  unsafe  for  public 
use.  The  restored  apron  is  intended  to  be  opened  to  the  public  as  the  northern  terminus  of 
the  Blue  Greenway.  Pier  48  itself,  part  of  the  Embarcadero  Historic  District,  will  also  be 
rehabilitated  in  accordance  with  the  Secretary  of  the  Interior  standards. 

As  previously  noted,  maintenance  of  these  facilities  will  be  funded  by  a  CFD.  Maintenance 
special  taxes  levied  against  each  taxable  development  parcel,  in  addition  to  special  taxes  levied 
to  pay  for  infrastructure,  will  provide  pay-as-you-go  funds  for  operating  and  maintenance  costs 
of  public  access  and  open  space  areas. 


24  Term  Sheet,  February  22,  2013,  Exhibit  E,  and  Port  Memorandum,  2/22/13;  includes  inflation. 

25  Horizontal  Project  Budget,  2/22/13;  includes  inflation.  Excludes  vertical  development  costs  for 
Parcel  D  parking  facility. 

26  Term  Sheet,  February  22,  2013,  Sec.  19. 
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e.  Other  Public  Benefits 

Development  of  Seawall  Lot  337  (SWL  337)  and  the  adjoining  Pier  48  represents  an  opportunity 
to  complete  an  important  component  of  the  revitalization  of  the  San  Francisco  waterfront, 
bringing  a  vital  mix  of  uses  that  will  support  business,  residential,  retail,  and  recreational 
activities  to  an  area  now  characterized  by  surface  parking  lots  and  an  underutilized  pier  in  need 
of  renovation.  The  redevelopment  of  the  SWL  337  and  improvement  of  Pier  48  will  generate 
benefits  for  the  City  and  community  in  the  form  of  urban  revitalization,  employment  and  living 
opportunities,  preservation  of  historic  maritime  facilities  and  structures,  improved  public 
waterfront  access,  delivery  of  affordable  housing,  improvements  to  Port  property  including  sea 
level  rise  protections,  new  outdoor  recreation  opportunities,  and  City-wide  fiscal  and  economic 
benefits  as  described  in  prior  sections  of  this  report. 
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2.    Costs  of  Construction  for  the  Project 


Development  Costs 
Entitlement  and  Planning 

The  costs  for  entitlements  and  Project  planning  are  estimated  to  total  up  to  $20  million.27 
Project  Infrastructure 

The  site  will  require  substantial  new  infrastructure,  as  it  consists  largely  of  bay  fill  which  has 
never  before  been  developed.  These  improvements  include  but  are  not  limited  to  investment  in 
streets,  sewer,  water,  and  drainage  systems,  electrical  and  data  utilities,  shoreline  stabilization 
improvements,  parks,  and  landscaping.  These  costs  are  estimated  to  total  $154.1  million  in 
nominal  terms.28  In  addition,  construction  of  structured  parking  will  be  needed  to  replace  the 
existing  surface  parking  and  to  serve  a  portion  of  Project-related  demand. 

Building  Construction  and  Other  Improvements 

The  total  cost  for  other  private  vertical  improvements,  including  the  office  and  residential 
buildings,  are  anticipated  to  total  $1.3  billion  in  nominal  terms.29  These  costs  will  be  privately 
funded  through  a  combination  of  private  investment  sources. 


27  Horizontal  Project  Budget,  2/22/13;  includes  inflation. 

28  Horizontal  Project  Budget,  2/22/13;  includes  inflation. 

29  Horizontal  Project  Budget,  2/22/13;  includes  inflation.  Excludes  costs  for  Parcel  D  parking  facility 
and  Pier  48. 
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3.    Available  Funding  for  the  Project 


a.  Predevelopment 

SWL  337  Associates  LLC  will  privately  finance  the  predevelopment  costs.  Reimbursement  for 
these  costs  is  anticipated  to  come  from  the  sale  of  Development  Rights  on  the  two  initial  parcels 
to  be  developed,  30  and  if  necessary,  additional  parcels  in  future  phases.  The  Port  will  not  receive 
any  ground  rent  for  these  parcels,  instead  devoting  such  land  value  to  Master  Developer 
reimbursement.  By  fully  repaying  the  predevelopment  costs  as  soon  as  possible,  the  City  will 
minimize  the  amount  of  equity  return  owed  to  SWL  337  Associates  LLC.  In  the  unlikely  event 
that  the  value  of  the  two  initial  parcels  is  insufficient  to  reimburse  the  predevelopment  costs  and 
associated  returns  (described  below),  the  Term  Sheet  contains  provisions  for  how  the  City  would 
reimburse  the  outstanding  balance. 

As  provided  in  the  Term  Sheet,  SWL  337  Associates  LLC  cost  reimbursements  for 
predevelopment  and  infrastructure  will  include  a  20  percent  annual  cost  of  funds.  This  cost  of 
funds  is  within  the  typical  range  for  a  major,  long-term  mixed-use  project  of  this  scale, 
considering  the  risks  associated  with  potential  future  market  conditions,  and  cost  uncertainty. 

In  addition,  the  Term  Sheet  includes  consideration  for  a  minimum  level  of  return  requirement,  or 
"equity  multiple"  of  1.5  times  equity,  necessary  to  attract  financing;  without  this  consideration,  it 
will  be  difficult  for  the  Project  to  attract  equity  financing  given  the  significant  amount  of 
investment,  risk-reward  profile,  and  due  diligence  required. 

b.  Project  Infrastructure 

SWL  337  Associates  LLC  will  provide  initial  financing  for  the  construction  of  project  infrastructure, 
except  in  cases  where  financing  can  be  obtained  for  a  lower  cost  of  funds.  Any  financing  will  be 
reimbursed  and  augmented  from  the  following  sources: 

•  Sale  of  Development  Rights  -  A  portion  of  the  development  value  of  any  given  parcel,  which 
will  depend  on  the  parcel's  development  capacity,  type  of  development  allowed,  and  ground 
lease  payments  required. 

•  Proceeds  of  Community  Facilities  District  (CFD)  -CFD  debt  payments  will  be  secured  by  a 
special  tax  lien  on  the  property  lessees.  A  portion  of  IFD  revenues  generated  by  the  value 
created  by  the  Project  are  intended  to  pay  the  CFD  debt  service.    CFD  special  taxes  not 
required  for  debt  service  may  be  used  for  "pay  as  you  go"  funding. 

•  Proceeds  of  Infrastructure  Financing  District  (IFD)  -  Tax  increment  may  be  used  to  pay 
Horizontal  Development  Costs  on  a  pay-as-you-go  basis,  to  service  tax  increment  bond 


30  Most  likely  to  be  Parcels  A  and  B 
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financing  used  to  pay  Qualified  Project  Costs,  to  repay  CFD  debt,  or  for  any  other  reason 
authorized  by  IFD  law.31 

•  IFD  tax  increment  revenues  not  otherwise  required  for  debt  service  ("Pay-Go")-  As  noted 
above,  additional  IFD  revenues  will  be  available  to  fund  infrastructure  on  a  pay-as-you-go 
basis,  since  only  a  portion  of  the  revenues  will  be  committed  to  debt  service  due  to  coverage 
requirements.  Once  all  IFD-eligible  infrastructure  has  been  completed  and  debt  has  been 
serviced,  the  tax  increment  will  go  to  the  General  Fund.  If  the  proposed  Port  IFD  policy  is 
adopted,  a  portion  of  the  remaining  tax  increment  could  also  flow  to  the  Harbor  Fund  for 
infrastructure  improvements  consistent  with  the  IFD  financing  plan. 

Detailed  terms  and  conditions  related  to  the  sale  of  Development  Rights,  financing  district 
revenues  and  debt  issuance,  and  rent  payments  are  further  described  in  the  Term  Sheet.  The 
Term  Sheet  also  identifies  other  funding  options  that  will  be  explored,  including  state  and  federal 
incentives  that  might  be  available  for  horizontal  and  vertical  construction  of  the  Project,  such  as 
for  brownfield  remediation,  transit-oriented  development,  and  sustainability  pilot  programs; 
general  obligation  bonds  for  certain  parks;  housing  mortgage  revenue  bonds;  revenue  bonds  for 
infrastructure;  and  GreenFinanceSF  bond  financing  for  energy  and  water  conservation  and 
renewable  energy  improvements  to  buildings.32 

c.  Building  Construction  and  Other  Improvements 

Private  funds  will  be  used  for  construction  of  all  residential  and  commercial  uses,  including  all 
costs  for  building  design  and  construction,  City  impact  fees,  and  other  agency  fees. 

The  Port  and  Master  Developer  have  begun  discussion  with  the  San  Francisco  Municipal 
Transportation  Agency  ("SFMTA")  to  explore  the  feasibility  of  SFMTA  financing  and  operating  the 
Parking  Structure.  The  structure  would  be  funded  by  SFMTA  through  some  combination  of 
parking  revenues  from  the  structure,  and  other  local,  State  and  federal  revenues  dedicated  to 
this  purpose.  In  any  case,  the  Port's  contribution  to  the  Parking  Structure  would  be  limited  to 
providing  the  land  and  facilitating  the  final  financing  structure  for  the  facility,  as  described  in  this 
report.  Neither  the  City's  General  Fund  nor  the  Port  will  provide  funding  for  the  Parking 
Structure. 


Term  Sheet,  February  22,  2013,  Sec.  13b. 
Term  Sheet,  February  22,  2013,  Sec.  19. 


Economic  &  Planning  Systems,  Inc. 


23 


Mission  Rock  Fiscal  Feasibility  -  3-8-2013. docx 


4.    Long-Term  Operating  and  Maintenance  Costs 


The  increase  in  public  facilities  needed  to  serve  the  Project,  additional  parks  and  open  space 
amenities,  and  the  addition  of  new  residents,  employees,  and  visitors  will  generate  demand  for 
public  services.  This  chapter  summarizes  a  number  of  key  issues  facing  City  departments  and 
the  Port  that  will  be  further  refined  during  the  course  of  environmental  review  and  addressed 
through  a  combination  of  Project  mitigation  measures.  Any  funding  required  is  likely  to  come 
from  a  combination  of  Project-generated  public  revenues,  one-time  and  ongoing  Project  fees, 
special  taxes  or  assessments,  or  other  sources  to  be  determined.  Public  facilities  and  services 
will  be  evaluated  in  greater  detail  during  the  environmental  review  process  to  determine  specific 
need,  implementation  and  funding. 

a.  Public  Open  Space 

Parks  and  open  spaces  will  be  owned  by,  and  will  remain  under  the  jurisdiction  of,  the  Port,  and 
will  be  managed  and  programmed  by  Master  Developer,  subject  to  Port  approval  and  conditions 
of  the  BCDC  major  permit  applicable  to  the  Project  site.  Maintenance  of  the  parks  and  open 
spaces  will  be  funded  by  special  taxes  imposed  on  Vertical  Developers  through  the  maintenance 
CFD.  Delivery  of  these  parks,  totaling  approximately  eight  acres,  will  be  phased  over  the  course 
of  development.33 

b.  Police 

The  SFPD  will  respond  to  police  needs  and  calls  for  service  generated  by  the  Project.  The  Project 
area  is  located  within  the  Bayview  District  of  San  Francisco  Police  Department  (SFPD).  The 
Bayview  District  is  one  of  ten  districts  in  the  City,  though  the  district  boundaries  may  be 
realigned  in  the  future  as  new  development  occurs  in  the  City.  The  Project  area  is  also  adjacent 
to  the  new  Public  Safety  Building  currently  under  construction,  which  will  house  the  SFPD's 
Command  Center  Headquarters  and  the  Southern  District  Police  Station.  The  Port  currently 
contracts  with  the  SFPD  to  provide  two  officers  that  respond  to  calls  for  service  on  Port  property. 
It  is  assumed  that  this  current  level  of  service  by  the  contracted  officers  will  continue. 

The  Project's  demand  for  additional  police  service  will  be  generated  by  the  new  office, 
residential,  and  retail  uses  and  related  residential  and  employment  activity,  as  well  as  by  events 
and  visitors  to  the  parks  and  open  space,  and  by  new  activity  on  Pier  48.  SFPD  indicates  that 
the  Project  will  result  in  a  range  of  types  of  incidents  requiring  police  responses  including  retail 
theft,  traffic  accidents,  burglaries,  and  other  public  nuisances  in  the  neighborhood;  the  specific 
level  and  types  of  impacts  will  depend  on  the  Project's  design,  visibility,  configuration,  and 
access.34 


33  Term  Sheet,  February  22,  2013,  Sec.  15.;  verified  by  Katherine  Petruccione,  Department  of 
Recreation  and  Parks  (February  19,  2013). 

34  Interview  with  Lieutenant  Roualdes,  12/26/12. 
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The  CEQA  process  is  anticipated  to  address  specific  impacts  and  potential  mitigations  that  may 
be  required  for  this  project.  Based  on  preliminary  discussions  with  SFPD,  it  is  estimated  that  the 
Project's  increased  population  and  employment  will  require  an  additional  patrol  unit;  the  Project 
will  add  about  8,300  residents  and  employees,  approximately  double  the  current  daytime 
population  within  the  Mission  Bay  area,  which  is  currently  served  by  a  patrol  unit.  On  a  full-time 
basis,  this  patrol  translates  into  about  five  additional  officers.  Depending  on  the  demand  for 
additional  supervisorial  and  other  specialized  law  enforcement  services  in  addition  to  patrol,  the 
number  of  required  sworn  officers  could  be  greater.  Based  on  five  officers  at  an  average  cost  of 
$143,926  per  officer35,  the  additional  cost  would  total  $719,630. 

c.  Fire  and  EMS 

The  San  Francisco  Fire  Department  (SFFD)  deploys  services  with  the  closest  station  responding, 
supplemented  by  additional  resources  based  on  the  nature  of  the  call.  Responding  stations 
include  Stations  35,  29,  25  and  8.  Emergency  Medical  Service  (EMS)  is  provided  by  ambulances 
which  "float"  at  different  positions  around  the  City,  depending  on  coverage  requirements. 
Approximately  one-third  of  ambulance  costs  are  recovered,  on  average,  from  fees  and 
charges.36 

A  new  Fire  Station  #4  will  be  housed  within  the  new  Public  Safety  Building  under  construction 
immediately  south  of  the  Project.  The  new  station  is  intended  to  provide  service  to  a  number  of 
new  development  projects  planned  along  the  waterfront,  and  will  serve  existing  development. 
This  station  is  expected  to  open  in  the  Fall  of  2014  and  will  include  a  ladder  truck,  fire  engine, 
and  nine  firefighters  at  all  times.  Demand  from  the  Project  will  contribute  to  the  need  for  the 
new  station,  including  its  equipment  and  staffing,  along  with  other  growth  and  development  in 
the  City.  The  SFFD  indicates  that  services  from  the  new  station  will  be  sufficient  to  handle  the 
increase  in  development  at  the  Project  without  incurring  additional  costs  or  adversely  affecting 
existing  services  levels,  assuming  that  no  current  stations  serving  the  area  are  closed.37 
Although  no  additional  costs  would  be  incurred  due  to  the  Project,  assuming  the  new  station 
were  already  operational,  an  allocation  of  Citywide  costs  to  the  Project  would  indicate  a  cost 
share  of  $1.5  million.38 


35  Average  cost  per  officer  includes  salary,  benefits  per  Lieutenant  Roualdes,  2/20/2013. 

36  Interview  with  Captain  Zanoff,  CCSF  Fire  Department,  9/11/12. 

37  Interview  with  Assistant  Deputy  Chief  Ken  Lombardi,  CCSF  Fire  Department,  12/27/12. 

38  Assumes  550  incidents  annually  based  on  Citywide  average  of  64  incidents/year  per  1,000  service 
population  (population  and  jobs).  This  represents  approximately  20  percent  of  the  average  for 
stations  Citywide,  each  station  with  an  average  cost  of  $7.7  million  based  on  43  stations  and  total 
budget  of  $332.9  million. 
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d.  SFMTA 

The  San  Francisco  Municipal  Transportation  Agency  (SFMTA)  will  be  responsible  for  providing  a 
broad  range  of  transportation  related  services  and  facilities  to  the  Project.  Currently,  SFMTA  is 
preparing  a  comprehensive  assessment  of  services  and  facilities  that  will  be  affected  by  a 
number  of  large  planned  development  projects  in  the  general  vicinity  of  the  Project.  The 
purpose  of  the  assessment  is  to  anticipate  and  assure  a  balanced,  financially-sustainable 
transportation  network  designed  to  accommodate  future  growth,  including  the  Project. 

The  development  of  the  Project  may  be  determined  to  have  a  number  of  impacts  on  SFMTA  and 
other  public  transportation  providers,  including  additional  operations  and  maintenance  costs  for 
increased  transit  service  required  to  handle  increased  ridership  on  lines  serving  the  Project. 
Additional  capital  rolling  stock  and  expanded  facilities  to  maintain  it  may  be  required.  Additional 
traffic  control  during  Giants  events  will  continue  to  be  required,  although  transportation  patterns 
will  change  as  a  result  of  the  Project.  The  development  of  the  Project  will  also  require  SFMTA  to 
address  parking  management. 

The  feasibility  of  an  E  Line  rail  transit  terminal  loop  in  the  vicinity  of  the  Site  to  enhance  public 
transportation  options  is  being  explored.  The  issue  of  feasibility  may  include  a  discussion  of 
providing  a  financing  mechanism  under  which  landowners  benefitting  from  the  loop  would 
contribute  to  the  cost  of  construction,  operation,  and  maintenance  of  the  tracks,  operating 
infrastructure  and  terminal  service  facilities  integral  to  the  loop. 

The  Developer  will  implement  a  Transportation  Demand  Management  Plan  ("TDMP")  that  will 
provide  a  comprehensive  strategy  to  manage  the  transportation  demands  created  by  the  Mission 
Rock  project  and  set  goals  and  incentivize  the  associated  travel  behavior  to  sustain  a  desired 
multi-modal  transportation  balance.  The  mixed-use  nature  of  the  Project's  land  use  program,  its 
rich  transit  options,  and  proximity  to  San  Francisco's  resources  and  services  mandate  that  single- 
occupancy  vehicle  trips  be  reduced.  Market-based  pricing  strategies  for  parking  will  be 
supported  by  innovative  programs  to  reduce  automobile  dependence,  and  promote  the  use  of 
public  transit  and  other  modes  of  travel  including  walking  and  biking.  The  transportation 
strategy  at  Mission  Rock  is  based  on  reducing  vehicle  miles  traveled  by  fostering  multiple  modes 
of  sustainable  transportation,  emphasizing  non-automobile  travel  such  as  pedestrian,  bicycle, 
and  public  transit  options.39 

The  TDMP  will  incorporate  smart  and  sustainable  transportation  planning  principles,  including 
optimal  parking  management  strategies  by  the  SFMTA,  to  address  the  transportation  needs  of 
the  Project,  consistent  with  the  City's  Transit  First,  Better  Streets,  Climate  Action,  and 
Transportation  Sustainability  Plans  and  Policies.  The  TDMP  will  outline  a  series  of 
implementation  strategies  intended  to  effectively  manage  the  transportation  demands  created  by 
the  Project.  The  goal  of  these  strategies  will  be  to  minimize  the  Project's  dependence  on  the 
automobile  and  to  optimize  the  inclusion  of  non-auto  travel  modes  providing  access  to  the 
Project. 


39  Term  Sheet,  February  22,  2013,  Sec.  22. 
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The  costs  for  these  programs  will  be  funded  by  a  range  of  mechanisms.  Public  tax  revenues  and 
fees  may  help  to  mitigate  SFMTA  costs.  SFMTA  is  funded  through  a  combination  of  local,  State 
and  Federal  sources  as  well  as  from  fee  revenues  and  other  potential  sources  to  be  determined, 
including  Developer  funding.  These  and  other  issues,  mechanisms  and  funding  sources  will  be 
further  evaluated  in  detail  in  future  studies  as  part  of  the  SFMTA-led  transportation  assessment 
and  the  CEQA  process. 

Port  and  Master  Developer  also  have  begun  discussions  with  the  San  Francisco  Municipal 
Transportation  Agency  ("SFMTA")  to  explore  the  feasibility  of  SFMTA  financing  and  operating  the 
Parking  Structure.  In  any  case,  the  Port's  contribution  to  the  Parking  Structure  would  be  limited 
to  providing  the  land  and  supporting  this  transaction  through  approval  of  required 
documents.  SFMTA  operating  the  parking  structure  would  provide  significant  advantages  to  the 
City,  such  as  ensuring  that  this  garage  would  fit  into  the  entire  portfolio  of  City  garages  currently 
managed  by  the  SFMTA  and  facilitating  the  implementation  of  overall  parking  management 
policies  for  the  City,  such  as  demand  based  pricing  and  related  technology.  SFMTA  financing  of 
the  facility  is  another  potential  option,  and  would  require  the  annual  garage  revenue  to  fully 
support  administration  costs,  debt  service,  and  some  funding  for  the  transportation  network. 

e.  DPW 

Development-related  funding  sources  will  cover  the  street  and  sidewalk  maintenance  services 
commonly  provided  by  the  Department  of  Public  Works  (DPW).  The  Project  may  create  a  private 
entity  to  perform  these  services  or  contract  them  out  to  DPW.40  Regardless,  based  on  the 
lengths  of  streets,  sidewalks,  and  other  pedestrian  ways  within  the  Project,  DPW  estimates 
annual  street  sweeping  and  litter  removal  costs  at  approximately  $14,000. 41  Additional  costs 
will  be  incurred  periodically  for  resurfacing  and  other  major  maintenance  needs  which  are 
anticipated  to  be  funded  through  IFD  funds. 


Interview  with  Larry  Stringer,  Department  of  Public  Works,  1/11/12. 
Per  Larry  Stringer,  3/3/13. 
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5.    Debt  Load  to  be  Carried  by  the  City  or  the  Port 


The  Project  proposes  to  use  a  portion  of  newly  created  property  tax  funds  from  the  Project, 
collected  through  an  Infrastructure  Financing  District  (IFD),  to  help  pay  for  the  horizontal 
development  costs  required  by  the  Project.  The  IFD  obligations  will  be  secured  by  property  taxes 
(and  possessory  interest  taxes)  paid  by  the  Project  lessees  and  property  owners,  and  will  not 
obligate  the  City's  General  Fund  or  the  Port's  Harbor  Fund.  The  property  tax  increment  may  be 
used  to  repay  IFD  bonds,  or  to  pay  debt  service  on  CFD  bonds,  as  described  below. 

The  Project  may  use  CFD  bonds  to  reimburse  infrastructure  costs,  with  CFD  debt  service  to  be 
paid  by  IFD  revenues.  The  CFD  bonds  will  be  secured  by  special  taxes  paid  by  Project  lessees, 
and  will  not  obligate  the  City's  General  Fund  or  the  Port's  Harbor  Fund,  though  such  taxes  may 
negatively  impact  land  value  and  the  Port's  corresponding  revenues. 

Although  specific  financing  vehicles  will  be  refined  as  the  financial  planning  continues,  it  is 
expected  that  the  annual  IFD  revenues,  which  are  estimated  to  total  $10.9  million  annually  at 
full  buildout,  will  repay  debt  service  on  $140  million  of  net  proceeds  from  bonds.  The  specific 
mix  of  CFD  and  IFD  bonds  will  be  determined  based  on  future  market  conditions,  and  on  the 
appropriate  mix  necessary  to  minimize  financing  costs. 
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Appendix  A: 
Fiscal  Analysis 


Table  1 

Fiscal  Results  Summary,  Ongoing  Revenues  (2013  dollars)* 
Seawall  Lot  337  and  Pier  48 


Item 


Total 


Annual  General  Revenue 

Property  Tax  in  Lieu  of  VLF 

Sales  Tax 

Gross  Receipts  Tax 

Parking  Tax  (City  and  County  of  SF  @  20%) 
Property  Transfer  Tax 


$1,537,000 
$633,000 

$6,169,000 
$423,000 

$1.958.000 
$10,720,000 


Subtotal 


Annual  Other  Dedicated  and  Restricted  Revenue 

Parking  Tax  (MTA  80%) 
Public  Safety  Sales  Tax 
SF  County  Transportation  Authority  Sales  Tax 


$1,691,000 
$316,000 
$316.000 

$2,323,000 


Subtotal 


Possessory  Interest  Taxes  (1) 


$8,453,000 


Total,  General  plus  Other  Dedicated  and  Restricted  Revenues 


$21,496,000 


*  Represent  direct  incremental  public  tax  revenues  attributable  to  SWL  37  and  Pier  48. 
Numbers  have  been  rounded  to  the  nearest  thousand. 

(1)  Until  project  infrastructure  costs  are  fully  paid,  the  full  $0.65  per  possessory  interest  tax  dollar  generated  from  the 
site  will  be  utilized  to  fund  bond  debt  service  and  on  a  pay-go  basis  to  fund  infrastructure  costs  through  an  IFD 
approved  by  the  Board  of  Supervisors. 
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Table  2 

Fiscal  Results  Summary,  One-Time  Revenues  (2013  dollars) 
Seawall  Lot  337  and  Pier  48 


Item 


Total 


Development  Impact  Fees  (1) 
Jobs  Housing  Linkage  -  §413 
Affordable  Housing--  §415  (2) 
Child  Care 


$32,729,000 
$0 


$1,424,000 
$18.364,000 


TIDF-§411.3(3) 
Total:  Development  Impact  Fees 


$52,517,000 


Other  One-Time  Revenues 
Sales  Taxes  During  Construction 
Gross  Receipts  Tax  During  Construction 


$3,933,000 
$3.720,000 

$7,653,000 


Total:  Other  One-Time  Revenues 


Total  One-Time  Revenues 


$60,170,000 


(1)  Impact  fee  rates  as  of  January  17,  2013.  Fee  estimates  per  San  Francisco  Planning  Dept. 
See  Table  A-4  for  details  on  fee  calculations. 

(2)  Project  will  provide  inclusionary  units  and  will  not  be  subject  to  Affordable  Housing  Fee. 

(3)  Pending  City  legislation  may  modify  the  existing  TIDF. 
*  Numbers  have  been  rounded  to  the  nearest  thousand. 
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Table  3 

Population  and  Employment 
Seawall  Lot  337  and  Pier  48 

Item  Assumptions 

Total 

Population                            2.2  persons  per  unit 

2,076 

Employment  (FTEs) 

Residential                              15  units  per  FTE 
Office                                  225  sq.ft.  per  FTE 
Retail                                   300  sq.ft.  per  FTE 
Manufacturing  (Pier  48) 

Parking                                270  spaces  per  FTE 
Total 

63 
5,702 
571 
200 
10 
6,547 

Total 

8,623 

Table  4 

San  Francisco  Citywide  Population  and  Employment 
Seawall  Lot  337  and  Pier  48 

Item 

Total 

Population  (1) 

820,349 

Employment  (2) 

982,000 

Total 

1,802,349 

1)  Cal.  Dept.  of  Finance,  2012 

2)  Cal.  Employment  Development  Dept.,  2012 


Economic  &  Planning  Systems,  Inc.  3/7/2013 


SWL_EIA11_r4.xlsx 


Table  A-1 

Project  Description  Summary 
Seawall  Lot  337  and  Pier  48 


Item 

Gross  Bldg.  Sq.Ft. 

Units  /  Spaces 

Retail  (1) 

171,400 

na 

Office 

1,283,000 

na 

Residential 

920,000 

944  units 

Parking 

1,097,500 

2,816  spaces 

Manufacturing  (Pier  48)  (2) 

171,200 

na 

Total 

3,643,100 

*Note:  while  the  development  strategy  relies  on  flexible  zoning,  the  evaluated 
scenario  reflects  one  likely  program  on  site. 


(1)  Includes  161,400  sq.ft.  of  retail  at  SWL337  and  10,000  sq.ft.  at  Pier  48. 

(2)  Additional  "valley  space"  outside  the  sheds  will  also  be  leased  to  the  Pier  48  tenant. 

Sources:  SWL  337  Associates,  LLC  and  Economic  &  Planning  Systems,  Inc. 
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Table  A-8 

Sales  Tax  Estimates  (2013  dollars) 
Seawall  Lot  337  and  Pier  48 


Item 


Assumptions 


Total 


Taxable  Sales  From  New  Residential  Uses 

Average  Annual  Rental  Payment  (1) 
Average  Annual  HH  Income  (2) 

Average  HH  Retail  Expenditure  (1) 

Residential  Units 

Total  New  Retail  Sales  from  Households 
New  Taxable  Retail  Sales  Captured  in  San  Francisco 
Net  New  Sales  Tax  From  Residential  Uses 

Taxable  Sales  From  Commercial  Space 

Retail  Sq.Ft. 
Retail  Taxable  Sales 

Sales  Tax  to  San  Francisco 

(less)  New  On-Site  Residential  Sales  (2) 

(less)  Shift  From  Existing  Sales  (3) 

Net  New  Sales  Tax  From  Retail  Space 


$38,074  per  household 
21% 
27% 


80%  of  retail  expenditures 
1.0%  of  taxable  sales 


$300  per  sq.ft. 

1.0%  of  taxable  sales 
25%  of  commercial  sales 
25% 


$181,801 
$49,731 

944 

$46,925,286 
$37,540,229 
$375,402 


171,400 
$51,420,000 

$514,200 
($128,550) 
($128.550) 

$257,100 


Annual  Sales  Tax  Allocation 

Sales  Tax  to  the  City  General  Fund 

Public  Safety  Sales  Tax  (4) 

San  Francisco  County  Transportation  Authority  (3) 

SF  Public  Financing  Authority  (Schools)  (4) 


1.00% 

0.50%  of  taxable  sales 
0.50%  of  taxable  sales 
0.25%  of  taxable  sales 


One-Time  Sales  Taxes  on  Construction  Materials  and  Supplies 

Total  Development  Value 

Supply/Materials  Portion  of  Construction  Cost  60.00% 
San  Francisco  Capture  of  Taxable  Sales  50.00% 
Sales  Tax  to  San  Francisco  1.0%  of  taxable  sales 


$632,502 
$316,251 
$316,251 
$158,126 


$1,310,900,000 
$786,540,000 
$393,270,000 
$3,932,700 


(1)  Based  on  blended  rent  assumptions  with  average  household  expenditure  based  on  typical  household  spending  as 
reported  for  the  San  Francisco  MSA  by  the  State  Board  of  Equalization. 

(2)  A  portion  of  new  sales  from  San  Francisco  residents  are  assumed  captured  by  retail  in  the  Project  (calculated  above). 

(3)  Reflects  a  deduction  of  retail  sales  that  could  be  captured  elsewhere  in  San  Francisco  were  the  Project  not  built. 

(4)  Sales  tax  proportions  for  these  entities  are  as  reported  by  Controller's  Office. 


Sources:  SWL  337  Associates  LLC,  State  Board  of  Equalization,  and  Economic  &  Planning  Systems,  Inc. 


Economic  &  Planning  Systems,  Inc  3/7/2013 
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Appendix  B: 

Economic  Analysis 


Table  B-1 

Summary  Annual  Economic  Impacts  at  Buildout  (2013  dollars) 
Seawall  Lot  337  and  Pier  48 


Impact  Category  Total 

Ongoing  Project  Employment1  Annual  Average 

Direct  6,550 

Indirect  1,390 

Induced  3,160 

Total  Employment  11,100 

Annual  Total  Economic  Output  $2,106,295,000 


One-Time  Construction-Related  Employment  Job-Years 

Direct  6,370 

Indirect  1,490 

Induced  2,270 

Total  Employment  10,130 

Total  Economic  Output  During  Construction  $2,055,958,000 


[1]  Reflects  full-time  equivalents,  including  jobs  generated  by  uses  on  SWL  337  and  Pier  48. 
Source:  IMPLAN  2010;  and  Economic  &  Planning  Systems. 


zconomic  &  Planning  Systems  3/7/2013 


EconModel_3-7-13.xlsx 


Table  B-2 

Annual  Economic  Impacts  by  Land  Use  at  Buildout  (2013  dollars) 
Seawall  Lot  337  and  Pier  48 


Land  Use 


Impact 
Type 


Jobs 


Gross  Impacts 


Employment 
(FTEs) 


Economic 
Output 


Retail 


Direct 
Indirect 
Induced 
Total 


571 
97 
113 
782 


571 
88 
98_ 

758 


$53,911,833 
$18,455,727 
$18.060.879 
$90,428,439 


Office  Commercial 


Direct 
Indirect 
Induced 
Total 


5,702 
1,413 
3,464 
10,579 


5,702 
1,282 
3,049 
10,034 


$1,179,363,940 
$255,088,500 
$550.803,516 

$1,985,255,955 


Manufacturing  (1) 


Direct 
Indirect 
Induced 
Total 


200 
48 
53_ 

302 


200 
47 
48_ 

296 


$70,067,872 
$11,386,613 
$8.565.275 
$90,019,760 


Parking  (2) 


Direct 
Indirect 
Induced 
Total 


10 
6 
4_ 

20 


10 

5 

3_ 
18 


$8,500,000 
$4,733,651 
$3.443,365 
$16,677,017 


Residential 


Direct 
Indirect 
Induced 
Total 


63 
12 

IZ. 
92 


63 
9 
13. 
86 


$8,642,745 
$2,455,425 
$2,835.489 
$13,933,659 


Total  Ongoing  Impacts 


Direct 
Indirect 
Induced 
Total 


6,547 
1,528 
3.599 
11,674 


6,547 
1,385 
3,164 
11,095 


$1,250,418,518 
$280,733,303 
$575.143.249 

$2,106,295,070 


One-Time  Impacts 

Construction 


Direct 
Indirect 
Induced 
Total 


6,687 
1,656 
2.594 
10,937 


6,373 
1,494 
2,272 
10,138 


$1,328,447,436 
$307,972,541 
$419.538.166 

$2,055,958,144 


1)  Based  on  IMPLAN  brewery  sector,  adjusted  by  EPS  based  on  production  increase 
relative  to  existing  production. 

2)  Parking  direct  output  based  on  projected  parking  revenue  net  of  existing  revenue  (excluding  tax). 


Source:  IMPLAN  2010;  and  Economic  &  Planning  Systems. 


Economic  &  Planning  Systems,  Inc.  3/7/2013 


EconModel  3-7-13. xlsx 


EXHIBIT  F 


ADDITIONAL  INFORMATION  ON  DEVELOPER  EXPERIENCE 
AND  FINANCIAL  CAPACITY 

Developer  Experience 

San  Francisco  Baseball  Associates,  LLV  ("SFBA")  maintains  an  in-house  real  estate 
development  team  as  its  wholly-owned  subsidiary,  Giants  Development  Services,  LLC 
("GDS").  GDS  consists  of  staff  with  extensive  depth  of  experience  entitling  and 
developing  real  estate  in  San  Francisco  and  across  the  country,  from  Washington  DC  to 
Los  Angeles.  Jon  Knorpp,  previously  represented  Wilson  Meany  Sullivan  (WMS)  during 
the  period  when  WMS  was  part  of  the  Developer  entity  at  the  time.  He  has  been  with 
the  Developer  team  since  submittal  of  the  SWL  337  RFP.  Whether  with  WMS  or  Giants 
Development  Services,  Mr.  Knorpp  has  served  as  a  senior  partner  overseeing  design, 
development  and  construction  for  several  of  the  firm's  major  projects.  He  was  also  an 
integral  member  of  the  senior  management  team  of  Wilson/Equity  Office,  including  its 
transition  to  WMS,  through  2004. 

From  2004  through  2007,  Mr.  Knorpp  was  a  Principal  with  MacFarlane  Partners  where 
he  led  urban  development  activities  throughout  the  U.S.  and  Mexico,  including 
acquisitions,  entitlements,  project  design,  engineering,  construction,  and 
marketing.  Prior  to  Wilson/Equity  Office,  Mr.  Knorpp  was  a  Senior  Vice  President  for 
Catellus  Urban  Group  where  he  led  the  development  of  the  residential/retail  elements  of 
the  Mission  Bay  master  plan  which  includes  6,000  high-density  housing  units  and 
550,000  square  feet  of  retail;  Vice  President  -  Development  and  Partner  for  Emerald 
Fund  where  he  developed  condominium/apartment  and  mixed-use  properties  in  San 
Francisco;  and  a  Senior  Development  Manager  for  Forest  City  Properties  Corporation 
which  developed  high  density  apartment/mixed-use  communities  in  California  and 
Nevada  including  Bayside  Village,  the  first  large-scale  apartment  project  in  the  South 
Beach  neighborhood  of  San  Francisco. 

The  San  Francisco  Giants  organization,  ownership  group  and  management  team  have 
extensive  real  estate  experience.  The  organization  successfully  developed  AT&T  Park, 
the  award-winning  home  of  the  Giants  baseball  team.  The  ballpark  has  been 
consistently  recognized  as  one  of  the  best  sporting  venues  in  the  world.  The  Giants 
also  developed  Scottsdale  Stadium  in  Arizona,  also  known  as  one  of  the  best  Spring 
Training  venues  in  baseball.  Both  AT&T  Park  and  Scottsdale  Stadium  are  long  term 
public-private  partnerships,  where  the  Giants  management  has  acted  as  steward  of 
public  land  in  the  development  of  assets  that  generate  economic  benefits  to  the 
respective  municipalities. 

The  Giants  ownership  team  includes  several  prominent  real  estate  professionals  that 
have  been  responsible  for  significant  development  projects  across  the  United  States 
(e.g.,  DUMBO  in  Brooklyn,  New  York).  This  experienced  ownership  team  guides  the 
Giants  strategic  decisions  and  investments,  and  has  identified  the  SWL  337  real  estate 
development  as  a  significant  priority  for  the  future  of  the  ballclub. 


As  with  every  development  entity,  the  Developer  has  compiled  an  external  consultant 
team  of  architects,  designers,  engineers,  transportation  planners,  environmental 
experts,  and  more.  This  external  team,  largely  the  same  as  reviewed  as  part  of  RFP 
submittals,  has  deep  roots  in  San  Francisco,  particularly  in  working  with  the  Port  of  San 
Francisco  and  the  former  San  Francisco  Redevelopment  Agency.  Specific  projects  of 
internal  and  external  staff  include  the  Ferry  Building,  the  Transbay  Center,  The 
Exploratorium,  Mission  Bay  Redevelopment,  and  Treasure  Island  Redevelopment. 


Organization 

Key  Leadership 

San  Francisco  Baseball  Associates  LLC 

Laurence  Baer,  John  Yee,  Jack  Bair 

Giants  Development  Services,  LLC 

Jack  Bair,  Jon  Knorpp,  Fran  Weld 

Coblentz  Patch  Duffy  Bass 

Pam  Duffy,  Harry  O'Brien,  Josh  Steinhauer 

Sheppard  Mullin 

David  Madway 

Perkins  +  Will 

Karen  Alschuler,  Cathy  Simon 

Nibbi  Bros. 

Larry  Nibbi,  Bob  Nibbi 

Hathaway  Dinwiddie  Construction  Co. 

Garry  O'Reilly,  Ed  Conlon 

Century  Urban 

Bryant  Sparkman 

EPS 

Richard  Berkson 

Hargreaves  Associates 

Brian  Jencek 

Atelier  Ten 

Claire  Maxfield,  Emma  Marchant 

Adavant  Consulting 

Jose  Farran 

Moffat  &  Nichol 

Dilip  Trivedi,  Bo  Jensen 

BKF 

Todd  Adair 

KPFF 

Marc  Press 

Harrison  Consulting 

Bob  Harrison 

ARS  Code 

Tony  Sanchez-Corea 

Developer  Financial  Capacity 

For  the  year  ended  December  31 ,  201 1  SFBA  reported  revenues  in  the  low  to  mid 
hundreds  of  millions  with  net  income  in  the  low  tens  of  millions.  Assets  as  of  December 
31 ,  201 1  were  in  the  mid  hundreds  of  millions  with  equity  in  the  mid  tens  of  millions 
figures.  SFBA  also  has  access  to  a  revolving  line  of  credit  in  the  mid  tens  of  millions 
which  has  been  provided  by  a  major  US  bank.  The  credit  is  secured  by  revenues 
received  from  Major  League  Baseball  (MLB),  trademarks  and  intellectual  property 
rights.  The  credit  line  expires  in  March  of  2015.  SFBA  has  historically  not  utilized  this 
facility.  There  are  no  outstanding  borrowings  under  this  credit  facility. 

For  the  eleven  month  period  ended  November  30,  2012,  SFBA  reported  total  assets  in 
the  mid  hundreds  of  millions  with  equity  in  the  high  tens  of  millions.  The  latter 
represents  a  substantial  increase  over  the  company's  fiscal  year  December  31 ,  201 1 
position.  SFBA  reported  cash  and  cash  equivalents  totaling  the  high  tens  of  millions, 
with  approximately  40  percentage  of  the  total  invested  in  money  market  investments. 

SFBA  operations  will  benefit  in  the  future  from  a  new  agreement  that  MLB  has 
negotiated  with  broadcasters  for  broadcast  rights  to  MLB  games.  The  company  expects 
to  receive  additional  revenues  in  the  low  tens  of  millions  starting  in  2014  when  the  new 
broadcast  rights  agreement  becomes  effective. 
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"PORT- 


SAN  FRANCISCO 


MEMORANDUM 


March  7,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM:        Monique  Moyer  yVK/^  ^ 
Executive  Director 

SUBJECT:    Request  authorization  to  amend  the  Exclusive  Negotiation  Agreement  with 
Orton  Development,  Inc.  for  the  lease  and  rehabilitation  of  the  20th  Street 
Historic  Buildings  on  or  near  20th  and  Illinois  Streets  at  Pier  70 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


EXECUTIVE  SUMMARY 

This  memorandum  describes  proposed  changes  to  the  terms  of  the  Exclusive 
Negotiation  Agreement  ("ENA"),  dated  as  of  May  16,  2012,  between  Orton  Development 
Inc.  ("ODI")  and  the  Port  for  the  rights  to  lease,  rehabilitate  and  operate  six  historic 
buildings  (the  "Project")  included  in  the  Pier  70  Master  Plan  area  and  shown  as  the 
Historic  Core  on  Exhibit  A.  On  April  24,  2012,  the  Port  Commission  authorized  the 
Executive  Director  to  execute  this  ENA.  On  October  9,  2012,  the  Port  Commission 
endorsed  the  Term  Sheet  establishing  the  conceptual  agreement  by  the  parties  of  the 
terms  of  a  transaction  to  realize  the  Project1. 

Two  changes  to  the  ENA  are  proposed: 

•  Revise  the  termination  date  of  the  ENA  to  December  20,  201 3,  adding  ten  months  to 
the  existing  nine-month  term  that  ended  on  February  19,  2013. 

•  Revise  ODI's  financial  obligation  to  reimburse  the  Port  for  its  transaction  costs. 


1  Background  on  Term  Sheet  as  well  as  the  land  use  planning,  competitive  solicitation,  and  ENA 
authorization  prior  to  the  Term  Sheet  with  ODI,  are  discussed  in  Item  9C  on  the  October  9,  2012  agenda: 
http://www.sfport.com/index.  aspx?paqe=2 132 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  10D 
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BACKGROUND 


The  Pier  70  Master  Plan  area2  includes  69  acres  of  land  roughly  bounded  by  Mariposa, 
Illinois,  and  22nd  Streets  and  the  San  Francisco  Bay.  The  20  Street  Historic  Buildings 
are  six  buildings  on  or  near  20th  Street  at  Pier  70.  These  historic  resources,  some  dating 
to  the  1 880s,  are  in  need  of  substantial  investment  to  return  to  active  use  with  some 
estimates  at  well  over  $100  million.  The  condition  of  the  buildings,  the  nature  of  a 
ground  lease  transaction,  the  lack  of  infrastructure  services,  and  the  transitional  state  of 
the  overall  Pier  70  area  combine  to  make  this  a  challenging  real  estate  project. 

On  February  28,  2012,  the  Port  selected  ODI  as  its  development  partner  for  these 
buildings.  Following  due  diligence  and  negotiation,  the  Port  and  ODI  agreed  to  the  Term 
Sheet  endorsed  late  2012.  ODI  has  defined  a  use  program  of  office,  light  industrial  and 
commercial  uses3  that  can  revitalize  these  buildings  and  has  estimated  a  capital  cost  of 
$58  million.  The  basic  terms  of  the  transaction  are  that  ODI  will  rehabilitate  these 
buildings,  including  securing  needed  investment,  in  exchange  for  a  66  year  lease  and  a 
$1 .5  million  capital  contribution  from  the  Port. 

Revenues  from  the  Project  will  first  fund  operating  costs,  then  debt  service  and,  until 
ODI's  equity  is  recovered,  ODI  will  receive  a  14%  percent  return  (on  a  simple  interest 
basis)  on  its  investment.  ODI  and  the  Port  will  share  equally  in  net  cash  flow  after  ODI's 
equity  is  repaid.  An  annual  guaranteed  base  rent  of  $200,000  (escalated  to  reflect 
inflation)  is  due  20  years  after  commencement  of  the  lease.  The  terms  proposed  provide 
the  Port  a  means  to  share  in  the  upside  of  the  project  yet  catalyze  the  project  by 
deferring  guaranteed  base  rent  for  20  years. 

CERTAIN  EXISTING  ENA  TERMS 

As  authorized  by  the  Port  Commission  on  April  24,  201 2,  the  Port  and  ODI  entered  into 
the  ENA.  The  ENA  is  the  agreement  between  the  parties  establishing  the  parameters  for 
consideration  of  a  possible  rehabilitation  project.  The  ENA  establishes  time  and 
performance  benchmarks  including  provisions  for  extensions  and  termination  for  non- 
performance. The  existing  ENA  has  a  nine-month  term  to  secure  Port  Commission  and 
Board  of  Supervisors'  approval  of  applicable  Transaction  Documents.  Additionally,  the 
ENA  requires  ODI  to  fund  Port's  costs  (including  third  party  costs  and  staff  time) 
associated  with  the  Project,  including,  but  not  limited  to  Project  review  and  negotiating 
Transaction  Documents.  To  date,  ODI  has  paid  $80,000  toward  Port  transaction  costs. 

Late  last  year,  the  Port  and  ODI  reached  an  important  milestone  by  securing  Port 
Commission  and  Board  of  Supervisors  endorsement  of  the  Term  Sheet  and  the  Board  of 


2  On  September  25,  2012,  the  Port  Commission  received  a  comprehensive  briefing  on  the  Port's  progress 
on  implementation  of  the  Pier  70  Master  Plan;  the  Staff  Report  is  Item  9B  on  this  agenda: 
http://www.sfport.  com/index.  aspx?paqe=21 28 
ODI's  concept  includes  replacing  building  systems,  repair  and  maintenance,  seismic  and  structural 
upgrades,  security  measures,  and  abatement  of  hazardous  environmental  conditions.  All  work  will  be 
consistent  with  the  Secretary  of  the  Interior's  Standards  for  the  Treatment  of  Historic  Properties.  Proposed 
uses  by  building  are: 

Building  101  and  104  will  return  to  office  use 

•  The  Building  101  former  cafeteria  will  remain  food  production  and  Building  102  will  become  a 
restaurant. 

•  The  Union  Ironworks  Machine  shop  (Building  113)  and  surrounding  warehouses  (Buildings 
114/115/116  and  Building  14)  will  return  to  industrial  use  with  ancillary  office  and  retail. 


Supervisors  finding  the  Project  fiscally  feasible.  ODI  has  also  undertaken  extensive 
investigations  of  the  buildings  and  is  close  to  completing  construction  drawings  for  the 
Project.  Actions  yet  to  occur  in  the  ENA  period  include: 

•  Completion  of  required  environmental  review 

•  Completion  of  due  diligence  review  of  the  site,  finalization  of  financial 
projections,  and  completion  of  rehabilitation  plans 

•  Negotiation  of  the  lease  disposition  and  development  agreement  (LDDA), 
lease  and  other  transaction  documents. 

•  Port  Commission  and  Board  of  Supervisors  approval  of  the  applicable 
Transaction  Documents. 

RECOMMENDED  ENA  CHANGES 
Term 

The  ENA  was  scheduled  to  terminate  on  February  19,  2013.  ODI  requested  a  short, 
force  majeure  extension,  as  the  original  nine-month  ENA  term  did  not  anticipate  the 
need  to  secure  Board  of  Supervisors'  finding  of  project  fiscal  feasibility  prior  to 
commencing  CEQA  review.  The  ENA  provides  for  a  regulatory  force  majeure  extension 
of  the  ENA  term  if  the  Developer  is  unable  to  satisfy  any  Performance  Benchmark 
because  of  a  delay  that  is  both  reasonably  outside  of  Developer's  control  and  likely  to 
prevent  the  parties  from  timely  entering  into  the  Transaction  Documents.  Port  staff 
concurred  that  the  need  to  secure  fiscal  feasibility  approval  added  six  weeks  to  the 
timeframe  for  approvals  and  agreed  to  extend  the  ENA  term  until  March  31 ,  201 34. 

Port  staff  recommends  lengthening  the  initial  ENA  term  further  to  allow  sufficient  time  for 
Project  review  and  approvals.  The  amendment  proposed,  and  the  new  performance 
benchmarks  shown  in  Exhibit  B,  will  extend  the  ENA  term  to  December  20,  2013,  if 
approved  by  the  Port  Commission.  This  proposed  ENA  amendment  will  provide  the  time 
needed  to  complete  the  Project  review  and  negotiate  the  Transaction  Documents.  As 
discussed  above,  ODI  has  undertaken  engineering  and  design  work  that  can  allow 
construction  to  commence  soon  after  transaction  approvals. 

ODI  will  continue  to  have  the  right,  for  a  $50,000  fee  for  each  extension,  to  extend  the 
ENA  twice  by  ODI  for  six  months  each.  If  exercised,  these  extensions  allow  for  a 
potential  ENA  term  ending  on  December  20,  2014. 

Transaction  Costs 

To  be  consistent  with  the  participating  rent  structure  agreed  to  in  the  Term  Sheet,  Staff 
recommends  revising  the  transaction  cost  recovery  terms  of  the  ENA.  During  the  ENA 
term,  Port  Staff  recommends  capping  ODI's  obligation  to  reimburse  the  Port  for  its 
transaction  costs  at  the  $80,000  paid  through  the  end  of  2012.  Through  the  end  of  2012, 
the  Port  Transaction  costs  including  legal  and  consulting  fees  were  $160,000. 

With  this  amendment,  reimbursement  to  the  Port  for  its  transaction  costs  in  excess  of 
$80,000  will  be  deferred  until  Project  revenues  can  support  repayment  on  par  with 
payments  to  ODI,  which  obligations  will  be  further  refined  in  the  Lease.  Deferring  ODI's 


4  The  regulatory  force  majeure  provisions  of  the  ENA  (Section  2.2)  do  not  require  Port  Commission 
approval  of  such  extensions.  The  ENA  allows  one  or  more  Regulatory  Force  Majeure  Extensions  of  no 
more  than  6  months  in  the  aggregate  upon  written  notice. 
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reimbursement  obligation  reduces  the  Project  front-end  costs  and  lowers  the  required 
equity  investment  that  would  accrue  at  a  14%  return.  If  the  Project  does  not  occur,  the 
Port  will  not  be  reimbursed  for  transaction  costs  above  the  $80,000  received  to  date. 
Port  transaction  costs  are  estimated  to  be  $250,000  through  the  execution  of  the  LDDA 
anticipated  at  year  end  of  2013. 


NEXT  STEPS 

The  Port  and  ODI  will  continue  the  Project  review  and  analysis  necessary  to  negotiate 
and  obtain  approval  for  the  LDDA  and  Lease  for  the  Project  by  the  Port  Commission 
and  the  Board  of  Supervisors.  Throughout  this  process,  there  will  be  numerous 
opportunities  for  public  comment  and  review  of  the  proposed  project.  Approvals  for  the 
project  are  anticipated  to  occur  in  late  2013  with  construction  to  commence  soon  after. 

RECOMMENDATION 

Extending  the  ODI  ENAterm  and  revising  the  transaction  cost  recovery  mechanism  are 
important  and  necessary  steps  in  the  rehabilitation  of  the  20th  Street  Historic  Buildings  at 
Pier  70.  Port  Staff  respectfully  request  approval  of  the  amendments  to  the  ENA,  as 
described  above,  to  provide  sufficient  time  to  complete  negotiations  and  review  and  to 
align  the  transaction  costs  recovery  mechanism  with  the  Term  Sheet  approved  in  late 
2012. 


Prepared  by:         Kathleen  Diohep,  Manager 

Public/Private  Development  Projects 

Through:  Jonathan  Stern,  Assistant  Deputy 
Director  Waterfront  Development 

For:  Byron  Rhett,  Deputy  Director 

Planning  &  Development 


Exhibits 

A.  Location  Map 

B.  Performance  Benchmarks 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-11 

WHEREAS,  Charter  Section  B3.581  empowers  the  Port  Commission  with  the  authority 
and  duty  to  use,  conduct,  operate,  maintain,  manage,  regulate  and  control 
the  lands  within  Port  jurisdiction;  and 

WHEREAS,  On  or  near  20th  Street,  east  of  Illinois  Street,  the  Port  owns  a  cluster  of 
historic  buildings  in  need  of  substantial  rehabilitation  (the  "20th  Street 
Historic  Buildings"),  which,  if  adaptively  reused,  would  create  an 
extraordinary  showcase  for  Pier  70's  heritage;  and 

WHEREAS,  On  February  28,  2012,  by  Resolution  No.  12-18,  the  Port  Commission 
awarded  Orton  Development  Inc.  ("ODI")  an  exclusive  right  to  negotiate 
with  the  Port  for  the  development,  rehabilitation,  and  lease  of  the  20th 
Street  Historic  Buildings  ("the  Project");  and 

WHEREAS,  On  April  24,  2012,  by  Resolution  No.12-36,  the  Port  Commission 

authorized  the  Executive  Director  or  her  designee  to  execute  an  Exclusive 
Negotiating  Agreement  ("ENA")  between  the  Port  and  ODI  for  the  Project 
and  the  Port  and  ODI  entered  into  the  ENA  effective  May  17,  2012;  and 

WHEREAS,  On  October  9,  201 2,  by  Resolution  No.  1 2-78,  the  Port  Commission 

endorsed  the  term  sheet  for  the  Project  ("Term  Sheet")  and  on  December 
4,  2012,  the  San  Francisco  Board  of  Supervisors,  by  Resolution  440-12, 
endorsed  the  Term  Sheet  and  found  that  the  Project  is  fiscally  feasible 
and  responsible  under  San  Francisco  Administrative  Code  Chapter  29; 
and 


WHEREAS,  The  Project  is  more  complex  than  initially  anticipated  and  as  a  result  the 
parties  have  not  been  able  to  finalize  negotiation  of  the  Transaction 
Documents  and  ODI  has  not  yet  been  able  to  submit  the  CEQA 
environmental  evaluation  application  for  the  Project  to  the  Planning 
Department,  extending  the  ENA  termination  date  to  December  20,  2013 
provides  sufficient  time  to  complete  the  performance  benchmarks;  and 

WHEREAS,  Port's  transaction  costs  incurred  pursuant  to  the  ENA  that  are  reimbursed 
by  ODI,  under  the  Term  Sheet  agreed  to  by  the  parties,  are  considered 
equity  investment  in  the  Project  by  ODI  and  will  accrue  a  14%  return  on  all 
outstanding  balances,  thus  amending  the  ENA  to  defer  a  portion  of  the 
Port's  transaction  costs  until  Project  revenues  can  support  repayment  on 
par  with  payments  to  ODI,  to  be  further  refined  in  the  lease  for  the  project 
site,  reduces  the  Project  front-end  costs  and  lowers  the  required  equity 
investment  that  would  accrue  at  a  14%  return;  and 


WHEREAS,  The  Port  Commission  recognizes  that  deferring  recovery  of  Port 

transaction  costs  greater  than  $80,000  until  such  costs  can  be  repaid  from 
Project  revenue  only  provides  for  recovery  of  such  costs  if  the  Project  is 
realized;  now.  therefore  be  it 

RESOLVED,  That  the  Port  Commission  authorizes  amending  the  ENAto  extend  the 

initial  termination  date  to  December  20,  2013  and  to  defer  payment  of  Port 
transaction  costs  over  $80,000  until  the  Project  revenues  support 
repayment  on  par  with  developer  cost  recovery;  and,  be  it  further 

RESOLVED,  That  the  Port  Commission  authorizes  the  Executive  Director  or  her 

designee  to  execute  the  First  Amendment  to  the  ENAand  any  additions, 
amendments  or  other  modifications  thereto  that  are  necessary  and 
advisable  consistent  with  the  terms  and  conditions  set  forth  in  the  Staff 
Memorandum  accompanying  this  resolution  and  in  a  form  approved  by  the 
City  Attorney;  and,  be  it  further 

RESOLVED,  That  the  Port  Commission  hereby  authorizes  the  Executive  Director  of  the 
Port,  or  her  designee,  to  waive  or  extend  the  times  established  in  the  ENA 
for  performance  of  specific  objectives  under  the  ENA  as  specified  in  the 
ENA,  including  the  right  to  condition  such  waiver  or  extension  on 
additional  performance  objectives  or  other  conditions  required  by  the  Port 
Commission  in  its  sole  discretion;  and,  be  it  further 

RESOLVED,  That  amending  the  ENA  does  not  commit  the  Port  Commission  or  the  City 
to  approval  of  final  Transaction  Documents  or  implementation  of  the 
Project  or  grant  any  entitlements  to  ODI,  nor  foreclose  the  possibility  of 
considering  alternatives  to  the  proposal,  mitigation  measures  or  deciding 
not  to  grant  entitlement  or  approve  or  implement  the  Project,  after 
conducting  appropriate  environmental  review  under  CEQA;  and,  be  it 
further 

RESOLVED,  That  the  Port  Commission  will  not  take  any  discretionary  actions 

committing  the  Port  to  implement  the  Project,  and  the  provisions  of  the 
ENA  are  not  intended  and  will  not  become  contractually  binding  on  the 
Port  unless  and  until  the  Port  Commission  has  reviewed  and  considered 
environmental  documentation  prepared  in  compliance  with  CEQA  for  the 
Project  and  the  Port  Commission,  and  as  applicable,  the  Board  of 
Supervisors  and  the  Mayor,  have  approved  final  Transaction  Documents 
for  the  Project. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  March  12,  2013. 


Secretary 
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Exhibit  B 
ENA  Performance  Benchmarks 


Performance  Benchmarks 

Time  for  Performance 

1. 

Community  Outreach  Plan 

Completed 

2 

Project  Description 

Completed 

3. 

Term  Sheet  Proposal 

Completed 

4. 

Conceptual  Design  Review  Submission 

Completed 

5. 

Port  Commission  Endorsement:  Port  Commission  to  adopt  a 
resolution  endorsing  the  Term  Sheet 

Completed 

6. 

Board  Endorsements:  Board  to  endorse  the  Term  Sheet  and 
make  Fiscal  Feasibility  findings 

Completed 

Items  to  Complete 

Performance  Benchmarks 

Time  for  Performance 

7. 

Schematic  Designs  for  Rehabilitation  and  Public  Realm 
Submission 

5/1/2013 
Revised  from  8/3/2012 

8. 

CEQA  Environmental  Evaluation  :  Submit  the  environmental 
evaluation  application  for  the  Project 

6/15/2013 
Revised  from  8/15/2012 

9. 

Building  102  Proposal  for  Electrical  Issues 

6/15/2013 
Revised  from  9/1/2012 

10 

Full  Underwriting  Package  Submission 

6/15/2013 
Revised  from  9/1/2012 

12. 

Final  Transaction  Documents:  Developer  and  Port  must  reach 
final  agreement  on  the  form  of  LDDA,  Lease  and  all  related 
transaction  documents  (including  developer  entity) 

9/1/2013 
Revised  from  12/15/2012 

13 

Approval  of  Final  Transaction  Documents:  Port  Commission  to 
adopt  Public  Trust  consistency  findings,  make  CEQA  findings  and 
approve  final  Transaction  Documents 

10/15/2013 
Revised  from  1/15/2013 

14. 

Board  of  Supervisor  Approvals:  Board  to  approve  Lease  as 
required. 

Before  12/20/2013 
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CITY  &  COUNTY  OF  SAN  FRANCISCO 
PORT  COMMISSION 


MINUTES  OF  THE  MEETING 
TUESDAY,  MARCH  12,  2013 

1 .  CALL  TO  ORDER  /  ROLL  CALL 

Port  Commission  President  Woo  Ho  called  the  meeting  to  order  at  2:15  p.m.  The 
following  Commissioners  were  present:  Doreen  Woo  Ho,  Kimberly  Brandon  and 
Leslie  Katz.  Commissioner  Willie  Adams  was  travelling  on  business. 

2.  APPROVAL  OF  MINUTES  -  February  26,  201 3 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Brandon  seconded 
the  motion.  All  of  the  Commissioners  were  in  favor.  The  minutes  of  the  February  26, 
2013  meeting  were  adopted 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

4.  EXECUTIVE  SESSION 

A.  Vote  on  whether  to  hold  closed  session. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

At  3:1 7  p.m.,  the  Commission  withdrew  to  executive  session  to  discuss  the 
following  matters: 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-Citv/Port 
representative: 

a.  Property:  Block  4111,  Lots  3  and  4;  Block  41 1 0,  Lot  1 ;  Block  4046,  Lots 
1  and  2;  also  known  as  Pier  70  20th  Street  Historic  Buildings,  located 
near  the  intersection  of  20th  Street  and  Illinois 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Developer:  Orton  Development,  Inc.:  J.R.  "Eddie" 
Orton  III,  President 

b.  Property:  AB  8719,  Lot  002,  also  known  as  Seawall  Lot  337,  AB  9900, 
Lot  62,  also  known  as  China  Basin  Park,  and  AB  9900,  Lot  048  and  AB 
9900,  Lot  048H,  also  known  as  Pier  48  (all  bounded  generally  by  China 
Basin,  the  San  Francisco  Bay,  Mission  Rock  Street,  and  Third  Street) 


Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development 

*Negotiating  Parties:  Jack  Bair,  SWL  337  Associates,  LLC 

c.     Property:  AB  4052;  41 1 1 ,  lots  3  and  4;  also  known  as  Pier  70 

Waterfront  Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Forest  City  Development  California:  Kevin  Ratner 
and  Alexa  Arena 

5.  RECONVENE  IN  OPEN  SESSION 

At  3:15  p.m.,  the  Port  Commission  withdrew  from  executive  session  and 
reconvened  in  open  session. 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  closed  session  and 
reconvene  in  open  session.  Commissioner  Katz  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

ACTION:  Commissioner  Brandon  moved  approval  to  not  disclose  any  other 
information  discussed  in  closed  session;  Commissioner  Katz  seconded  the  motion. 
All  of  the  Commissioners  were  in  favor. 

6.  PLEDGE  OF  ALLEGIANCE 

7.  ANNOUNCEMENTS  -  The  Port  Commission  Secretary  announced  the  following: 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person (s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.    Executive  Director's  Report:  Susan  Reynolds,  Acting  Executive  Director  reported 
the  following: 

Susan  Reynolds,  Deputy  Director  of  Real  Estate  - 1  am  sitting  in  for  Monique 
Moyer.  Commissioner  Adams  and  Executive  Director  Moyer  are  away  on 
business. 
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Commissioner  Willie  Adams,  maritime  staff  Peter  Dailey,  and  Jim  Maloney  are 
attending  the  fifth  annual  Breakbulk  China  Conference  in  Shanghai,  China.  The 
Breakbulk  Asia  Conference  is  the  largest  gathering  of  its  kind  of  in  Asia  of 
carriers,  importers,  exporters,  ports,  etc.  that  are  involved  with  shipping  the  type 
of  cargo  we  bring  into  Pier  80.  Many  of  the  decision  makers  for  this  cargo  are 
located  in  Asia.  Over  3000  people  will  be  in  attendance.  Port  representatives  will 
be  meeting  with  ocean  carriers  and  shippers  to  inform  them  of  our  capabilities  in 
an  effort  to  develop  new  business  and  maintain  our  existing  cargo  business  at 
the  Port.  This  trip  will  include  a  visit  to  Beijing  to  meet  customers. 

Executive  Director  Monique  Moyer  and  maritime  staff  Michael  Nerney  are 
attending  the  Cruise  Shipping  Conference  in  Miami,  Florida.  This  is  an  annual 
international  exhibition  and  conference  serving  the  cruise  industry.  The  trip 
includes  meeting  with  senior  executives  of  all  major  cruise  lines,  review  current 
operations,  plan  for  future  activities,  explain  benefits  of  doing  business  in  San 
Francisco,  and  give  an  update  on  the  34th  America's  Cup,  the  James  R.  Herman 
Pier  27  cruise  terminal  development,  ship  repair  capabilities  at  Pier  70  dry  dock, 
and  to  seek  to  strengthen  and  grow  our  business  relationships. 

•    Debut  of  Bay  Lights  on  Bay  Bridge  -  March  5,  2013 

The  debut  of  the  Bay  lights  on  the  Bay  Bridge  took  place  on  March  5,  2013. 
About  25,000  LED  lights  were  turned  on  as  part  of  a  massive  lights  sculpture 
on  the  western  span  of  the  Bay  Bridge.  Mayor  Ed  Lee  and  Lieutenant 
Governor  Gavin  Newsom  joined  the  artist  Leo  Villareal  under  umbrellas  as 
the  artist  turned  on  the  installation.  The  Bay  lights,  an  $8  million  privately 
funded  project  created  by  artist  Leo  Villareal  will  wow  visitors  near  the  bridge 
for  at  least  the  next  two  years.  Each  night  between  dusk  and  2:00  a.m.,  the 
lights  will  appear  to  move  along  the  north  side  cables  of  the  1 .8  mile  span  in 
patterns  and  sequences  via  programmed  computers  located  in  the  central 
anchor  of  the  bridge.  The  lights  can  be  seen  from  the  northern  side  of  the 
bridge  along  the  waterfront  from  a  boat  on  the  Bay,  but  not  from  the  decks  of 
the  bridge  where  they  might  otherwise  distract  drivers.  Bars  and  restaurants 
along  the  waterfront  were  packed  and  the  sidewalks  along  the  Embarcadero 
were  filled  with  visitors.  Like  other  businesses  along  the  waterfront,  the  hotels 
will  be  promoting  various  packages  in  coming  weeks  and  months  to  combine 
a  hotel  stay,  a  dinner,  or  a  Bay  cruise  featuring  the  lights.  The  artist  said  the 
public  nature  of  the  lights  installed  on  the  Bay  Bridge's  vertical  cables  was 
what  attracted  him  to  the  project,  which  was  installed  for  the  bridge's  75th 
anniversary  and  took  more  than  two  years  to  plan,  install,  and  test.  Ben 
Davis,  chairman  of  Illuminate  the  Arts,  the  group  overseeing  the  project,  said 
even  if  the  lights  remain  past  the  current  two  years,  they  would  likely  have 
come  down  when  Caltrans  does  it  repaired  scheduled  maintenance  in  five 
years. 
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"Zero  Waste  Week"  at  Fisherman's  Wharf  -  March  17-22,  2013 

The  Fisherman's  Wharf  Community  Benefit  District  passed  a  resolution  to 
declare  March  1 7-22  Zero  Waste  Week  at  Fisherman's  Wharf.  During  this 
week,  thousands  of  jurisdictions  and  businesses  worldwide  will  be 
celebrating  international  Zero  Waste  Week.  Coordinated  by  the  Northern 
California  Recycling  Association,  the  Grassroots  Recycling  Network,  and  the 
Zero  Waste  International  Alliance,  Zero  Waste  Week  will  include  tours, 
receptions,  speaking  engagements  and  meetings  all  designed  around  the 
topic  of  sustainability,  recycling,  and  zero  waste.  Zero  Waste  Week 
Conference  participants  will  be  touring  Fisherman's  Wharf  to  learn  about 
zero  waste  businesses  at  the  Wharf  and  will  be  attending  a  screening  of  the 
movie  Trashed  at  the  Aquarium  of  the  Bay  Theater. 

The  Exploratorium  -  Finalist  for  the  San  Francisco  Business  Times'  Real 
Estate  Deals  of  the  Year  -  March  20.  2013 

The  San  Francisco  Business  Times  is  honoring  the  best  real  estate  deals  of 
2012  on  Wednesday,  March  20,  2013  from  5:30  to  8:30  at  the  Westin  St. 
Francis.  The  Bay  Area  has  seen  an  array  of  significant  real  estate  deals  and 
developments  in  2012.  Those  range  from  leases,  office  sales,  new 
restaurants  and  hotels  to  land  deals,  affordable  housing,  and  hospital 
projects.  San  Francisco  Business  Times  will  honor  the  boldest  and  most 
creative  real  estate  deals  done  in  the  Bay  Area  in  2012  as  well  as  a 
dealmaker  of  the  year,  broker  of  the  year,  and  deal  of  the  year.  The 
Exploratorium  is  one  of  the  finalists  for  the  best  real  estate  deal  of  2012. 

California  Historical  Society's  new  exhibit,  Curatina  the  Bay:  Crowdsourcing 
a  New  Environmental  History  April  7  -  August  25,  2013  at  678  Mission  Street, 
San  Francisco 

I  would  like  to  introduce  Dr.  Anthea  Hartig,  executive  director  of  the  California 
Historical  Society,  who  will  make  a  short  presentation  on  their  new  exhibit, 
Curating  the  Bay:  Crowdsourcing  a  New  Environmental  History.  In  2011,  Dr. 
Anthea  Hartig  was  appointed  as  the  executive  director  of  the  California 
Historical  Society.  She  was  the  former  director  of  the  western  region  office  of 
the  National  Trust  for  Historic  Preservation.  She  is  one  of  the  nation's  leaders 
in  public  history  and  historic  preservation.  In  201 1 ,  she  was  named  California 
preservationist  of  the  year. 

Dr.  Anthea  Hartig  -  On  behalf  of  the  trustees  and  the  staff  and  the  members 
and  the  volunteers  of  your  state's  historical  society,  I'd  like  to  tell  you  briefly 
about  our  next  exhibition  and  part  of  a  larger  project  and  to  wish  you  on 
behalf  of  one  historic  agency  to  another,  a  very  happy  1 50th.  Being  founded 
in  1870,  we're  only  14  years  behind  you.  We're  thrilled  to  partner  with  a  wide 
range  of  amazing  institutions  and  agencies  like  the  Port  to  help  celebrate 


what  we're  calling  the  year  of  the  Bay.  I  don't  need  to  tell  you  in  this  room  the 
significance  of  2013  to  the  San  Francisco  Bay,  but  it's  a  thrill  to  be  a  part  of  it. 

We  launched  the  Year  of  the  Bay  project  on  November  1 ,  2012,  same  day 
and  you  might  have  seen  the  Historic  schooner,  the  Alma,  sailing  around 
Hunters  Bay  Point  when  you  were  designating  that  part  of  the  Bay  trail.  We 
came  right  in  after  you  and  took  her  down  to  Hunters  Point  where  she  was 
built.  We  don't  think  she  had  been  down  to  Hunters  Point  in  a  couple  of 
decades.  We  launched  the  project  with  our  partners  at  Stanford  University  in 
the  Spatial  History  Center  and  a  wonderful  fellow  nonprofit  called  Historypin, 
which  is  a  UK-based  nonprofit  called  We  Are  What  We  Do  meant  to  connect 
generations  of  people  and  across  times  and  cultures  through  memories  and 
through  their  history.  We  didn't  have  a  lot  of  wind  on  November  1st  but  we 
sailed  down  and  had  a  truly  very  special  afternoon  and  kicked  the  project  into 
gear  at  the  Echo  Center.  In  its  day,  the  power  of  that  place  and  the  power  of 
your  port  to  produce  goods  and  change  ways  of  living. 

Curating  the  Bay,  which  opens  April  7,  2013  at  the  Historical  Society  on  678 
Mission  Street,  a  nice,  brisk  walk  away  from  here,  will  take  this  whole  notion 
of  what  it  means  to  curate  and  turn  it  in  and  out  to  the  public.  This  is  actually 
a  China  camp  at  Hunters  Bay  Point  from  1922.  This  is  a  much  earlier  version 
of  1 858,  actually  close  to  the  same  area.  Shrimp  camp. 

While  we  have  a  lot  of  information  about  the  incredible  materials  in  our 
collections,  what  we're  asking  people  to  do  digitally  is  to  talk  about  these 
images,  say  what  the  power  relationships  were.  What  did  the  port,  especially 
in  the  Bay,  used  to  look  like?  How  many  times  has  it  changed? 

We  opened  drawers.  We  have  a  vast  collection.  I  opened  a  drawer  one  day 
and  some  of  you  might  know  the  trustees  of  the  Ladies'  Seamen's 
Associations  of  the  Port  of  San  Francisco.  We  have  this  little  medal.  We  have 
nothing  about  it.  This  is  one  of  the  mysteries  we'll  put  up  online.  Like  who  are 
these  guys?  We  have  half  a  million  historic  photographs,  and  sometimes 
they  just  say  Port  of  San  Francisco  1907. 

When  you  come  down  to  the  galleries,  you'll  be  taken  through  a  series  of 
experiences  that  will  help  you  get  a  sense  of  the  varieties  of  the 
environmental  history  and  the  natural  history  and  the  people's  history  of  the 
Bay.  Some  of  our  partners,  including  you  might  know  Craig  Kenkel  from 
Maritime. 

It's  a  wonderful,  interrelated  project.  Oakland  Museum's  doing  a  beautiful 
exhibition  on  the  Bay  that  will  open  Labor  Day  weekend.  About  15  different 
organizations,  including  the  Port,  have  put  images  online.  You're  our  newest 
partner.  At  yearofthebay.org  where  you  can  go  and  see  a  whole  range  of 
amazing  photographs  and  pin  your  own.  Load  it  up  on  your  mobile  phone. 
Take  a  picture.  Talk  about  the  picture.  Or  comment  on  any  one  of  the 
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thousands  of  images  that  are  up  now  as  we  crowdsource,  as  they  say,  a  new 
relationship  with  the  Bay. 


I  hope  that  you'll  all  join  us  on  Sunday,  April  7,  2013.  Special  guests  are 
invited  at  3:00  p.m.  The  public  reception  is  from  4:00  to  7:00  p.m.  I  hope  it's 
as  beautiful  as  today.  Thanks  for  all  you  do  on  behalf  of  all  of  what  we  do  to 
keep  the  Port's  history  alive. 

I'm  looking  very  much  forward  to  your  pylons.  I  had  the  honor  of  editing  the 
text,  so  if  you  see  anything  that  looks  funny,  you  can  blame  me  and  not 
Monique  or  Dan.  I'm  happy  to  stick  around  and  answer  any  questions.  I  really 
appreciate  the  opportunity. 

Susan  Reynolds  -  Thank  you,  Dr.  Hartig.  Finally,  I  want  to  remind  everyone  that 
our  San  Francisco  Giants  are  hosting  the  World  Baseball  Classic  next  week, 
March  17-19,  2013. 

Francisco  Da  Costa  -  You  just  heard  a  presentation  which  speaks  about  what  I 
would  say  not  long  ago.  10,000  years  ago,  we  did  have  people  here  who 
traveled  our  Bay  waters  and  there  the  shipwrights  built  their  buildings.  They  too 
were  aware  of  people  that  preceded  them.  Some  mention  is  made  of  the 
Chinese  in  a  very  indirect  way.  They  were  here  earlier  than  1850.  I'm  here  to 
stress  once  again,  whenever  we  talk  about  the  Bay,  we  have  to  give  some 
respect  to  the  first  people.  We  just  can't  begin  when  some  strangers  came  here 
forgetting  that  the  strangers  were  welcomed  by  the  first  people.  Then  they 
turned  around  and  bit  the  hand  that  fed  them.  They  came  out  of  Presidio,  for 
example,  by  El  Polin  Springs  or  wherever  they  came,  the  Ohlone  are  alive.  I 
represent  the  Muwekma  Ohlone.  I'm  not  Native  American,  but  I  represent  the 
Muwekma  Ohlone  on  matters  that  concern  base  closure,  infrastructure,  and  the 
Bay.  We  would  not  have  had  the  Bay  as  we  know  it  today  had  it  not  been  for 
three  white  women.  Those  of  you  who  watch  PBS  must  have  seen  that 
wonderful  documentary.  What  I'm  saying  is  do  not  come  into  somebody's  land, 
do  not  enter  their  living  room  and  rearrange  their  furniture  without  their 
permission.  Let's  be  respectful  and  always  start  with  honoring  our  first  people, 
the  Ohlone. 

B.    Informational  presentation  regarding  the  Piers  30-32  Revitalization  Act  related  to 
the  proposed  Multi-Purpose  Venue  at  Piers  30-32. 

Brad  Benson,  Special  Projects  Manager  -  I'm  here  on  behalf  of  the  broader  Piers 
30-32  team  -  Jennifer  Matz,  who's  the  director  of  waterfront  projects;  Byron 
Rhett,  deputy  director  of  planning  and  development;  Diane  Oshima,  other 
OEWD  staff  Tamsen  Drew;  and  the  city  attorney's  office  Eileen  Malley  and 
outside  counsel  Bill  White. 

We  are  here  talk  to  you  a  little  bit  about  proposed  legislation  by  Assembly 
Member  Phil  Ting  related  to  the  Piers  30-32  project.  It  is  really  intended  to  deal 
with  matters  pertaining  to  the  public  trust.  This  legislation  AB  1273  was 
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introduced  just  about  ten  days  ago.  Today  Assembly  Member  Ting  is  amending 
what  was  initially  a  spot  bill.  We  wanted  to  provide  both  the  commission  and  the 
public  background  information  about  this  bill.  It's  a  very  important  component  of 
the  multi-purpose  venue  proposal  for  Piers  30-32.  The  presentation  is  going  to 
briefly  address  the  public  trust  doctrine  that  governs  Port  property  including 
Piers  30-32,  the  ways  in  which  we  obtain  public  trust  consistency  determinations 
from  the  state,  and  there  are  a  variety  of  ways  in  which  that  happens. 

We,  along  with  city  attorney's  office,  have  done  a  preliminary  public  trust 
analysis  at  the  Port  staff  level.  There  was  prior  legislation  related  to  Piers  30-32 
that  we  are  proposing  to  amend  with  the  proposed  legislation.  Then  some  next 
steps.  We're  at  the  beginning  of  a  fairly  lengthy  public  process  related  to  this 
legislation. 

We  have  done  detailed  presentations  in  the  past.  The  staff  report  for  this  item 
provides  the  location  on  the  Port's  website  to  get  some  of  that  information  if 
people  are  interested  in  more  detail.  Essentially,  the  public  trust  doctrine  exists 
in  common  law  and  a  few  other  areas  of  state  law.  The  Port  is  supposed  to  use 
these  lands  to  promote  maritime  commerce  and  navigation,  fisheries.  The 
common  law  trust  exists  through  a  series  of  California  court  cases  on  up  through 
the  California  Supreme  Court  and  through  opinion  letters  of  the  California 
attorney  general  and  also  the  California  State  Lands  Commission.  I  neglected  to 
mention  that  we  have  the  executive  director  of  the  California  State  Lands 
Commission,  Jennifer  Lucchesi  here  today. 

Those  are  the  three  entities,  the  State  Lands  Commission  and  the  attorney 
general's  office  and  the  California  court  system  developed  common  law  public 
trust  rules  for  this  state.  There  are  rules  also  in  the  California  Public  Resources 
Code  that  govern  how  agencies  like  the  Port  manage  our  property.  One  of  the 
big  rules  is  that  we  have  to  keep  revenues  from  these  lands  separate  from  the 
city's  general  revenues. 

Where  the  state  has  handed  over  title  to  trust  property  to  a  local  agency  like  the 
city  and  county  acting  through  the  Port,  there's  a  legislative  trust  grant.  In  our 
case  in  San  Francisco,  we  have  the  Burton  Act  which  was  passed  in  1968  and 
articulates  rules  about  how  the  city  through  the  Port  has  to  manage  this 
property.  The  California  constitution  has  rules. 

The  public  trust  is  administered  by  a  number  of  entities.  Locally  by  trust 
grantees,  by  the  California  State  Lands  Commission,  and  periodically  by  the 
attorney  general  when  things  are  not  going  well  with  trust  property. 

There's  a  range  of  uses  that  are  generally  recognized  as  being  permissible.  First 
these  water  oriented  uses,  port  activities,  marina  activities.  More  recently,  that 
there  has  been  awareness  about  the  need  to  protect  the  marine  environment,  so 
habitat  preservation,  wildlife  refuges  are  trust  uses.  There  are  ancillary  or 
incidental  uses  of  public  trust  property.  As  an  example,  if  you  have  a  cargo 
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operation,  and  you  have  office  space  that's  associated  with  that  cargo  operation, 
that  would  be  considered  an  ancillary  use  that's  permissible. 

There's  a  final  category  of  uses  that  accommodate  the  public's  enjoyment  of 
public  trust  lands.  In  the  Burton  Act,  we're  managing  this  property  on  behalf  of 
the  people  of  the  state  of  California.  The  idea  is  that  people  can  come  to  the 
Port,  to  the  waterfront,  stay  in  a  hotel,  eat  in  a  restaurant,  and  shop  at  a  place 
like  Pier  39.  Those  all  have  been  determined  to  be  consistent  with  the  public 
trust. 

When  we  do  major  projects  along  the  waterfront,  in  almost  all  the  cases  there's 
an  interest  in  making  sure  that  the  state  agrees  that  the  uses  that  we're 
proposing  for  Port  property  are  consistent  with  the  public  trust.  It's  something 
that  our  development  partners  often  want,  to  get  the  state  to  weigh  in  and  say 
that  things  are  appropriate. 

This  slide  shows  all  of  the  major  projects  that  we've  undertaken  that  we've 
actually  built  along  the  waterfront  since  the  adoption  of  the  Waterfront  Land  Use 
Plan.  In  each  case  we,  with  the  exception  of  the  cruise  terminal,  have  gotten 
either  a  letter  written  by  the  executive  officer  of  the  State  Lands  Commission, 
we've  got  commission  vote.  The  State  Lands  Commission  consists  of  the  State's 
Controller,  the  Lieutenant  Governor,  and  the  Governor's  Director  of  Finance. 
The  commission  can  vote  and  find  a  project  consistent  with  the  trust  after 
hearing  it  or  we  pursue  state  legislation.  The  place  where  the  Port  has  pursued 
state  legislation  in  the  past  is  at  Piers  30-32. 

Thinking  first  about  the  project  location  for  Piers  30-32  and  whether  a  multi- 
purpose venue  is  appropriate  at  this  site,  some  of  the  early  thinking  was  about 
the  transportation  access  to  the  site.  It's  within  walking  distance  of  all  the  major 
regional  transportation  hubs,  Caltrain,  the  Transbay  Terminal,  BART.  It's  a  very 
walkable  site.  We  have  one  of  the  best  pedestrian  facilities  in  the  city,  the  Herb 
Caen  Promenade.  This  site  offers  people  who  would  be  attending  events  at  this 
location  the  opportunity  to  walk  down  the  promenade,  experience  the  Bay. 
Additionally,  there  are  water-oriented  transportation  opportunities  at  this  site. 

Piers  30-32  were  built  in  1912.  It  was  substantially  improved  through  connection 
of  two  piers  in  1950.  It  was  a  cargo  pier  used  for  sugar  and  import  activities. 
Unfortunately,  fire  destroyed  the  historic  sheds  in  1984,  which  left  the  pier  deck, 
as  we  know  it  today.  The  conditions  at  Piers  30-32  are  extremely  bad. 

We  know  more  about  this  pier  probably  than  any  other  pier  because  of  the 
multiple  development  efforts  at  this  site.  There  was  a  land  lease  development 
proposal  for  a  mixed  use  cruise  terminal  at  the  site  that  was  authorized  by  the 
state  legislation  that  I  was  referencing  earlier.  They,  after  a  fully  entitled  project, 
walked  away  from  the  site. 


More  recently  with  the  America's  Cup,  there  were  additional  site  investigations. 
We've  gotten  a  real  sense  about  the  deterioration  underneath  the  pier.  As  a 
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result  of  that  deterioration,  we  can  only  park  at  the  pier  right  now.  There's  limited 
truck  access  to  the  pier.  It  would  be  cost  prohibitive  to  remove  it  at  $45  million. 
That's  our  current  cost  estimate  based  on  some  of  the  recent  pier  removal 
projects  that  we've  done. 

As  we  know,  we've  had  these  failed  development  efforts,  which  is  why  we  think 
it's  important  to  look  at  the  multi-purpose  venue  project  in  the  context  of  what 
has  been  tried  and  failed  in  the  past.  What  would  happen  with  the  pier  if  we  did 
nothing?  One  of  the  things  that  we're  very  fearful  of  is  that  in  ten  years  or  so  the 
pier  would  have  to  be  closed  for  public  safety  purposes.  The  multi-purpose 
venue  project  provides  an  opportunity  and  a  project  with  enough  funding  to  be 
able  to  address  these  conditions. 

In  the  public  trust  analysis  of  the  current  proposal,  there  are  really  issues  that 
we're  looking  at  in  the  staff  analysis:  maritime  access  to  the  pier,  public  access 
around  the  pier  consistent  with  BCDC  requirements,  the  public  assembly  use  as 
a  use  that  is  public  in  orientation  and  consistent  with  our  mission  of  attracting 
people  to  the  waterfront,  and  some  ancillary  trust  uses  in  the  project.  We  have  to 
look  at  all  of  these  issues  together. 

First,  we're  looking  at  a  range  of  maritime  uses.  The  exact  maritime  program 
isn't  settled  yet,  but  the  first  and  major  maritime  component  is  that  the  fireboats 
need  a  new  home.  They're  currently  located  at  Piers  221/2.  That  historic  building 
is  not  large  enough  to  serve  their  modern  needs.  They're  in  the  process  of 
acquiring  a  new  fireboat  which  will  have  Bay  wide  response  capabilities, 
including  oil  spill  response. 

The  fire  department  has  gone  to  voters  with  the  ESER,  the  emergency  safety 
seismic  bonds.  They  have  funding  to  build  the  station.  The  advantage  of  30-32  is 
potentially  to  be  able  to  reduce  the  costs  associated  with  building  a  new  pier  that 
would  be  required  for  the  three  fireboats  that  they  want  to  operate  at  this  site. 

We're  looking  at  water-oriented  transportation.  Water  taxis  are  something  that 
the  commission  has  been  trying  to  promote  through  some  of  the  recent  contracts 
that  you've  let.  We  have  some  other  water  taxi  landings  up  and  down  the 
waterfront,  and  this  would  be  a  great  additional  stop. 

We  are  in  conversation  with  the  Water  Emergency  Transportation  Authority, 
WETA,  that  oversees  some  of  the  Bay  ferry  operations  about  whether  or  not 
they  would  want  to  serve  this  site  from  the  East  Bay.  We  have  the  Giants 
ballpark  ferry  service  for  Giants  games.  The  idea  is  that's  an  appropriate  way  for 
people  to  get  to  this  site  as  well. 

Most  importantly,  we  have  a  natural  deep  water  berth  on  the  east  end  of  the 
pier.  You've  all  read  in  the  paper  the  recent  announcement  that  the  Warriors  are 
looking  at  a  redesign  of  the  project  to  pull  the  arena  about  50  feet  back  from  the 
east  berth  to  allow  for  continued  occasional  cruise  use.  This  would  be  on  days 
when  we  have  three  or  more  cruise  ships  in. 
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We  have  Pier  35.  We  have  the  new  James  R.  Herman  Cruise  Terminal  at  Pier 
27  but  this  is  a  place  where  we  have  in  the  past  serviced  cruise  vessels  and 
would  like  to  continue  providing  that  service.  We  also  have  Fleet  Week  that  uses 
Piers  30-32  and  would  like  to  maintain  that  use. 

Public  access  to  the  Bay  is  an  important  value  that  we've  been  working  with 
BCDC  to  plan  for.  The  current  proposal  would  provide  over  50  percent  public 
access  on  the  pier,  some  of  it  elevated  public  access  that  would  provide  unique 
vantage  points  to  the  see  the  Bay. 

As  we  think  about  the  Brannan  Street  Wharf  Project,  which  is  supposed  to  open 
in  June  of  this  year,  it's  a  bit  sad  that  that  huge  public  investment  is  looking  out 
onto  a  parking  lot.  This  project  provides  an  opportunity  to  create  a  great  world 
class  open  space  that  connects  with  the  Brannan  Street  Wharf.  With  BCDC 
we've  been  looking  at  creating  this  network  of  open  spaces  every  five  to  seven 
minutes  along  the  Bay. 

The  waterfront  public  assembly  use  -  This  is  probably  the  core  of  the  analysis. 
It's  the  major  use  that's  proposed.  The  Warriors  would  have  a  little  over  40 
basketball  games  each  season  at  this  site,  but  there  would  be  up  to  200  events 
at  the  site  each  year.  We  think  that  that  public  assembly  use  is  going  to  draw 
people  to  the  site,  to  the  Bay.  If  you  think  about  the  Exploratorium  project,  it's  a 
museum  function.  It's  a  very  similar  kind  of  public  assembly  use  that  is  going  to 
draw  whole  new  populations  down  to  that  site.  We're  confident  that  this  event 
use  of  this  site  would  have  the  same  effect  in  South  Beach. 

I  wanted  to  go  over  some  quick  examples  of  similar  types  of  public  assembly 
uses  on  trust  property  in  California  and  other  examples  on  waterfronts  around 
the  world.  We  think  that  this  is  a  good  frame  for  the  state  legislature  to  view  this 
proposal. 

We  have  the  Giants  ballpark.  It  was  approved  by  the  State  Lands  Commission. 
It's  on  a  12.5  acre  site,  all  Port  property.  Some  of  the  features  that  made  this 
consistent  with  the  public  trust  were  the  low  right  field  wall  providing  views  to  the 
Bay.  There's  also  a  great  public  access  way  behind  the  right  field  wall  that 
provides  gates  and  free  viewing  opportunities  of  Giants  baseball  games.  There's 
ferry  service  to  and  from  games.  This  development  was  part  of  a  broader 
development  that  included  the  marina  use  right  next  door. 

The  Santa  Monica  Pier  is  another  example.  This  was  in  the  earlier  part  of  the 
century.  It  was  two  piers.  The  first  was  a  municipal  pier  to  carry  sewer  pipes  out 
beyond  the  surf.  The  second  was  a  shorter,  much  larger  pier  that  was  built  next 
to  it.  There  was  a  great  interest  in  having  amusement  parks  on  piers,  and  there 
are  six  of  them  in  this  area  of  the  waterfront.  This  included  rides  like  a 
rollercoaster.  There  was  a  carousel  at  this  location. 


What  you  see  here  is  the  La  Monica  Ballroom,  which  was  a  5,000  person 
capacity  ballroom.  It  was  the  largest  ballroom  on  the  west  coast.  It  held  concerts 

M03122013  -10- 


and  dancing.  The  pier  was  partially  destroyed  several  times  and  rebuilt.  And  it's 
open  today  as  the  Santa  Monica  Pier.  It's  an  amusement  pier  again. 

This  is  an  example  of  an  arena  in  the  Long  Beach  area.  It's  part  of  the  broader 
Long  Beach  convention  facility.  It  was  built  on  filled  land  from  1928  to  1932.  It 
was  built  in  1962.  It's  a  basketball  facility.  It's  hosted  the  Olympics  in  the  past. 
It's  got  the  largest  mural  in  the  world  featuring  marine  life.  It's  not  part  of  an 
active  waterfront.  This  facility  is  separated  from  the  water  by  a  six  lane  roadway. 
This  lagoon  is  a  manmade  lagoon,  it's  not  the  kind  of  activated,  publicly  oriented 
waterfront  that  we  would  be  pursuing  with  the  multi-purpose  venue  at  Piers  30- 
32,  but  it  is  an  example  of  a  very  similar  kind  of  facility  on  tide  lands. 

These  were  two  predecessors  to  the  Long  Beach  Arena.  The  Long  Beach 
municipal  auditoriums,  a  really  great  architecture  at  this  location.  These  were 
used  primarily  for  concerts.  The  first  municipal  auditorium  held  up  to  10,000 
people,  the  one  on  the  top  left.  It  ended  up  collapsing  and  was  replaced  by  the 
second  municipal  auditorium  that  operated  through  the  1960s.  This  activated  the 
Long  Beach  waterfront.  It  introduced  the  public  to  this  area  of  the  coast.  This  is 
more  of  the  kind  of  architecture  and  public  access  that  we're  seeking  at  piers  30- 
32.  Interesting  comparison  of  the  Long  Beach  auditorium,  which  was  built  on  fill 
and  Piers  30-32.  You  can  see  the  similarities  between  the  structures. 

Another  component  of  the  multi-purpose  venue  is  the  idea  that  the  city  doesn't 
have  an  arena  that  is  a  component  of  its  convention  facilities.  Convention  use  is 
a  use  that  we  see  on  trust  property  in  both  Long  Beach  and  San  Diego. 

Looking  around  the  world,  we're  seeing  some  great  architecture  on  the  water's 
edge  that  is  oriented  to  this  public  assembly  use,  either  a  convention  use  or 
performance  kind  of  use.  We  all  know  about  the  Sydney  Opera  House.  It  was  a 
site  that  hosted  some  of  the  Olympics  activities.  It  was  designated  as  a 
UNESCO  World  Heritage  Site  in  2007.  It's  the  image  that  we  think  of  when  we 
think  of  Sydney. 

The  Oslo  Opera  House  was  opened  in  2008.  It  was  designed  by  Snohetta,  the 
same  firm  that  has  been  hired  on  Piers  30-32.  It  includes  this  very  unique  public 
access  feature  that  dives  down  into  the  bay.  It's  a  place  where  people  go  not  just 
for  performances  but  just  to  enjoy  the  open  space.  It's  another  example  of 
contaminated  industrial  waterfront  that  was  repurposed  for  this  kind  of  public 
assembly  use. 

In  Vancouver,  they  have  the  convention  center  with  a  great  public  walkway  that 
connects  restaurants  and  hotels  along  the  water's  edge.  This  kind  of  convention 
use  meets  that  urban  design  standard  that  we  would  hope  to  meet  at  Piers  30- 
32  with  the  proposed  project. 

This  is  the  Boston  Institute  of  Contemporary  Art  which  opened  in  2006.  It's  a 
65,000  square  foot  building  that  has  a  cantilevered  feature  leaning  over  the 
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Boston  Harbor.  It's  got  cafes.  It's  the  main  anchor  of  the  Fan  Pier  in  Boston  and 
has  really  been  part  of  their  waterfront  renaissance. 

Finally  the  Copenhagen  Opera  House  was  a  gift  from  one  of  the  cofounders  of 
the  Maersk  shipping  line  to  Denmark.  It  opened  in  2005,  and  it  seats  up  to  about 
2000  people  but  a  very  similar  kind  of  public  assembly  use  activating  a 
waterfront. 

Finally,  there's  some  other  trust  uses  that  we  hope  to  accomplish  with  the 
project.  First,  the  pier  itself  is  a  1 3  acre  pier,  and  storm  water  on  the  pier  drains 
directly  to  the  Bay  without  being  treated.  The  Port  has  spent  a  lot  of  time  with  the 
Regional  Water  Quality  Control  Board  coming  up  with  these  storm  water  design 
guidelines,  and  this  project  is  a  rare  opportunity  to  provide  storm  water  treatment 
for  the  entire  pier,  which  will  improve  Bay  water  quality. 

We're  looking  at  preserving  Red's  Java  House  somewhere  on  the  site.  It's  not 
clear  that  it  would  remain  in  the  same  location.  The  project  includes  up  to 
200,000  square  feet  of  retail,  which  will  be  predominantly  trust  retail  uses  like 
restaurants. 

Moving  into  the  legislation,  the  Bryant  Street  Pier  Project  was  the  subject  of 
AB1 389.  In  order  to  finance  that  modern  two  berth  cruise  terminal  at  the  site,  it 
authorized  a  substantial  amount  of  non-trust  office  space,  general  office  spaces, 
the  kind  of  private  use  that  is  typically  not  allowed  on  trust  property.  The 
legislation  provided  for  up  to  235,000  square  feet  of  office  space  as  the 
economic  engine  for  the  project.  It  also  requires  completion  of  the  Brannan 
Street  Wharf,  open  space  on  the  pier,  and  other  similar  public  benefits. 

It  was  this  office  space  requirement  that  in  consultation  with  State  Lands  the 
Port  decided  to  go  the  legislative  route  to  make  sure  that  the  legislature,  which  is 
the  ultimate  trustee,  was  comfortable  with  this  proposal,  and  they  were.  They 
adopted  this  legislation  and  some  clean  up  legislation,  AB605,  to  enable  the 
project.  The  legislation  also  authorized  some  trust  swaps  pertaining  to  the 
watermark  project  on  Seawall  Lot  330. 

In  making  this  authorization,  the  legislature  made  finding  associated  with  the  site 
and  the  Port's  efforts  to  develop  the  site.  The  purpose  of  these  findings  is  to 
describe  the  narrow  set  of  circumstances  under  which  the  state  will  authorize  a 
project  like  this. 

The  current  proposal  by  Assembly  Member  Ting  amends  the  prior  authorization 
AB1389.  It  authorizes  the  multi-purpose  venue  project  consistent  with  a  broader 
program  of  trust  uses,  maritime  uses,  open  space  requirements,  etc.  It  also 
repeals  the  authorization  for  the  non-trust  office  at  the  site.  It  confirms  that  the 
Port  can  sell  Seawall  Lot  330  in  order  to  finance  some  of  the  substructure 
improvements  required  to  fix  the  site.  It  allows  courts  to  validate  these  actions 
associated  with  the  project.  Judicial  validation  is  something  that  we  often  include 
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in  our  state  legislation  in  order  to  affirmatively  make  sure  that  the  courts  agree 
with  the  path  that  the  legislature  and  the  Port  have  taken. 

On  the  whole,  it's  our  analysis  that  the  proposed  project  furthers  the  purposes  of 
the  public  trust  much  more  than  the  project  that  was  considered  before.  There 
was  the  cruise  use,  which  was  the  Port's  primary  goal  at  that  site,  but  that  cruise 
use  was  accommodated  by  a  substantial  non-trust  program.  It's  the  feeling  of 
Port  staff  that  we  have  a  much  more  trust  consistent  overall  program  at  the  Piers 
30-32  proposal. 

The  next  steps  for  the  project  are  to  consult  with  the  State  Lands  Commission 
and  BCDC  about  the  legislative  proposal.  We've  started  that  consultation 
process.  There  have  been  some  amendments  that  have  been  submitted  today  in 
the  assembly. 

The  Port  always  consults  with  State  Lands  on  our  state  legislation  that  relates  to 
public  trust  issues.  We  expect  the  rules  committee  to  refer  the  bill  to  a  policy 
committee,  most  likely  the  natural  resources  committee.  It's  our  goal  to  have,  in 
addition  to  the  hearings  up  at  the  state  level  that  will  be  public,  a  series  of  public 
opportunities  to  comment  on  the  legislative  proposal. 

We've  presented  it  at  the  CAC  last  Monday  night.  We're  here  today  presenting 
this  informational  item.  We  intend  to  go  back  to  the  land  use  subcommittee  of 
the  CAC  to  talk  in  further  detail  about  the  legislation  so  that  when  we  go  through 
the  Assembly  and  Senate  process,  we  can  bring  the  full  range  of  public 
comments  to  bear  in  the  proposals  that  we  make  through  process. 

Jennifer  Lucchesi,  executive  officer  of  the  State  Lands  Commission  - 1  want  to 
congratulate  the  Port  on  its  150th  anniversary.  The  San  Francisco  waterfront  is 
truly  a  magnificent  maritime  port  and  world  class  destination  thanks  to  the 
accomplishments  of  the  Port  of  San  Francisco.      Our  staffs  share  a  long 
history  of  working  together  cooperatively  and  collaboratively  on  efforts  to  further 
and  enhance  public  trust  purposes,  including  public  access,  though  appropriate 
development  along  the  waterfront.  Examples  include  the  AT&T  ballpark,  the 
Ferry  Building,  Piers  11/2,  3,  and  5,  and  Exploratorium  at  Piers  15-17. 

One  of  the  many  key  factors  to  these  successes  is  the  Port  staff  involving 
Commission  staff  early  on  in  the  planning  process.  The  proposals  for  Piers  30- 
32  and  Seawall  Lot  330  are  no  different  in  this  respect.  Port  and  city  staffs  have 
made  every  effort  to  keep  Commission  staff  informed  of  the  proposal  as  it  has 
evolved,  including  the  decision  to  seek  legislation. 

As  background,  the  state  legislature,  as  the  ultimate  trustee  of  the  state's  public 
trust  lands  and  resources,  entrusted  the  lands  along  the  San  Francisco 
waterfront  to  the  Port  of  San  Francisco  in  1968  to  manage  on  behalf  of  all  the 
people  of  California.  The  Port,  through  the  Burton  Act,  has  the  day-to-day 
management  responsibilities  and  authorities  for  these  lands. 
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There  are  84  other  grantees  like  the  Port  in  the  state  of  California,  including  the 
major  ports  of  San  Diego,  Los  Angeles,  Long  Beach,  and  Oakland  which 
manage  trust  lands  pursuant  to  over  300  statutes.  The  Commission  retains 
some  residual  jurisdiction  over  these  grants,  but  does  not  generally  have  any 
required  approval  authority  over  specific  project  proposals  unless  it  is 
expressively  provided  for  in  legislation. 

For  the  portion  of  the  proposal  in  front  of  you  being  discussed  today  involving 
Piers  30-32,  the  State  Lands  Commission  does  not  have  any  statutorily  required 
approval  authority  over  the  project.  Pursuant  to  recent  legislation  in  201 1 ,  the 
Commission  does  have  some  approval  authority  over  the  sale  or  leasing  of 
Seawall  Lot  330. 

There  are  generally  three  mechanisms  that  Brad  touched  on  by  which  the 
Commission  or  its  staff  engage  in  San  Francisco  waterfront  development 
proposals,  including  consultation  at  the  staff  level,  a  request  from  the  Port  that 
the  Commission  formally  consider  a  particular  project  or  proposal,  or  legislation 
authorizing  a  specific  proposal. 

The  Commission  did  not  direct  the  city  or  Port  to  seek  legislation  in  this  instance; 
however,  given  that  the  legislature,  as  the  ultimate  trustee  of  the  these  lands 
over  the  past  1 5  years  has  expressed  its  interest  in  development  of  both  Piers 
30  and  32  and  Seawall  Lot  330  through  five  different  pieces  of  legislation  and 
the  public  trust  significance  of  this  proposal,  Commission  staff  believe  it  is 
appropriate  for  the  legislature  to  consider  legislation  relating  to  this  proposal. 
Staff  does  not  object  to  the  city  and  Port  seeking  such  legislation. 

Neither  the  Commission  nor  staff  have  taken  a  position  on  the  current  bill; 
however,  based  on  past  practices  and  assurances  by  city  and  Port  staff,  I 
anticipate  that  the  Port  and  the  city  will  continue  to  work  closely  with  both 
Commission  staff  and  BCDC  staff  on  the  development  of  the  legislation  so  that 
the  statewide  public's  interest  in  these  public  trust  lands  are  protected  and 
enhanced. 

Corinne  Woods  -  I'm  a  member  of  the  arena  CAC  and  co-chair  with  Ron  Miguel 
of  the  land  use  design  and  public  subcommittee  of  that  CAC.  As  Brad 
mentioned,  the  subcommittee  is  going  to  be  reviewing  this  legislation  and 
discussing  it  at  a  meeting  on  March  27,  2013  at  4:30  p.m.  in  Pier  1  and  any 
amendments  that  have  been  made  by  the  time  we  have  our  meeting.  We  do 
have  issues  that  we  want  to  talk  about,  one  of  which  is  there's  no  reference  in 
the  legislation  to  retaining  the  historic  Red's  Java  House.  We  want  to  make  sure 
that  is  codified  in  the  legislation.  They  do  mention  having  a  kayak  landing  as  part 
of  the  project,  and  the  human  powered  boating  community  has  said  they  don't 
want  to  be  there.  I  don't  know  if  it's  appropriate  to  keep  that  wording  in  the 
legislation.  The  other  issue  that  we'll  want  to  talk  about  is  section  seven  of  the 
legislation  which  is  a  pretty  sweeping  approval  beyond  what  public  trust  issues 
are  but  it's  a  long  process.  We  will  appreciate  any  public  comment  and  any 
public  participation  as  we  move  forward.. 
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Francisco  Da  Costa  -  As  you  heard  a  pretty  long  presentation  taking  you  all  over 
the  world  and  all  over  the  California.  I  want  to  stress  one  thing  as  the  director  of 
Environmental  Justice  Advocacy.  Even  though  you  heard  some  so-called 
regulatory  agency  give  a  pretty  lengthy  presentation,  she  did  articulate  very 
clearly  that  in  this  case,  she  has  no  jurisdiction.  When  the  public  trust  act  was 
linked  to  AT&T  Park,  we  had  very  serious  issues  linked  with  contamination.  As 
the  director  of  Environmental  Justice  Advocacy,  we  have  the  capability  in  the 
year  201 3,  unlike  the  '50s,  the  '60s,  and  70s  and  even  till  the  middle  of  the 
1980s  with  the  Environmental  Protection  Agency.  They  did  have  the  laws,  but 
there  was  nobody  executing.  There  was  no  clout  to  do  the  cleanup.  I'm  fully 
aware  that  when  the  AT&T  Park  was  built  and  if  some  folks  don't  have  the 
history,  111  give  them  the  manifest  where  a  lot  of  contamination  was  moved  and 
dumped  into  Bayview.  I'm  also  fully  aware,  commissioners,  unbeknownst  to  you, 
that  contamination  at  Piers  30  and  32  is  not  being  done  the  right  way.  What 
happens  is  when  it's  not  done  the  right  way,  people  who  can  remove  the 
hazardous  material  and  take  them  to  a  legal  site  will  contact  me  more  to  use  me 
so  that  I  can  write  a  blog.  That's  not  my  intention.  My  intention  is  to  send  a  very 
clear  signal  to  the  Warriors  and  to  good  citizens  to  do  the  right  thing.  I  did  hear  a 
presentation  including  that  some  136  units  are  going  to  be  built.  I  don't  know 
how  that's  going  to  be  figured  in  a  public  trust  land.  When  you  take  something  to 
the  legislators,  they  really  don't  have  the  better  interest  of  the  constituents.  They 
do  have  the  better  interest  of  filling  their  campaign  coffers. 

Dale  Reihart  - 1  wanted  to  point  out  a  few  things.  The  presentation  that  I've  seen 
here,  I've  seen  in  the  past.  I  wanted  to  point  out  again  that  the  examples  are  old 
and  the  newest  examples  are  both  built  on  land,  which  is  a  good  sign.  Maybe 
the  next  time  they  come  back,  they'll  put  all  of  them  on  land  including  the 
Warriors  arena.  This  presentation  talks  about  100  plus  events.  Well,  we've  got 
41  games  plus  larger  events  to  house  big  concerts.  They  talked  about  200  all 
along  until  these  last  couple  of  presentations.  I  think  100  is  a  misrepresented 
number.  With  the  Sydney  Opera  House,  they  have  water  levels.  Climate  change 
is  making  everyone  look  at  water  level  changes.  All  of  the  places  that  we've 
talked  about  or  seen  today  are  going  to  face  that.  Is  the  Copenhagen  piece 
actually  built  on  land  because  it  looks  like  it  was  well  on  land  with  just  a 
waterfront  there?  With  regards  to  AB1389,  this  is  amending  legislation  that  was 
for  something  else.  Why  aren't  they  creating  new  legislation  for  a  new  project? 
This  seems  to  be  dragging  something  out  of  the  dustbin  and  make  it  look  new 
again.  It's  not.  There's  a  new  environmental  impact  report  that's  coming  out  for 
this.  It's  not  due  until  fall.  It  looks  like  they're  trying  to  usurp  the  environmental 
issues  so  that  by  the  time  they  come  up,  they've  already  got  permission  in  hand, 
which  is  not  the  case.  It  has  to  pass  muster  down  the  road.  They  can't  do  it 
ahead  of  time.  That's  usurping  those  powers.  The  real  people  that  have  been  left 
out  of  this  has  been  the  general  public  because  this  project  was  announced  on 
the  waterfront  that  it's  going  to  happen.  No  one  asked  us  first.  This  is  the  biggest 
problem  with  this  project.  As  far  as  the  view  from  the  Brannan  Street  Wharf, 
that's  another  thing,  the  Bay  is  the  most  pristine  and  best  looking  view  that  you 
can  have  from  there.  The  water.  The  bridge  now  with  the  light  show.  The  water. 
The  East  Bay.  I  don't  need  an  arena  to  block  that.  It's  a  13  story  behemoth 
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monolith  that  sits  out  there  and  just  completely  destroys  the  view.  As  far  as 
Seawall  Lot  330,  it  needs  to  be  reappraised.  It's  been  a  long  time  since  that's 
happened.  Values  continue  to  go  up.  The  markets  are  better  now.  Maybe  it  will 
sell  for  $45  million,  and  then  you  can  take  that  and  tear  the  pier  down.  Bring  the 
water  to  the  people.  This  project  is  completely  wrong  for  the  waterfront.  It  is  right 
for  San  Francisco  and  all  the  benefits  economically  that  it  will  bring  to  San 
Francisco  can  be  experienced  fully  on  land.  It  does  not  need  to  tear  up  the 
waterfront. 

Dennis  MacKenzie,  Round  the  Diamond  Consulting  and  Education  -  I've  been 
developing  and  researching  educational  proposals  for  about  25  years.  I've  also 
been  teaching  in  the  San  Francisco  public  high  schools  for  the  last  12  years.  I 
provide  you  today  with  a  copy  of  my  update  for  my  request  to  the  Warriors  to 
include  a  high  school  career  pathway  classroom  inside  this  arena.  As  you  know 
from  the  previous  material  I've  provided  to  the  Warriors  and  all  the  officials  in 
San  Francisco  for  the  last  year,  I  guess,  by  now,  I'm  hopeful  that  this  initial 
proposal  could  be  implemented  so  that  eventually  another  component  that  you 
receive  deals  with  developing  cross-cultural  exchange  programs  with  a  number 
of  countries,  but  for  sure  the  Americas  could  begin  there  with  Mexico  and 
Central  America,  where  I've  been  communicating  with  different  elders  and  the 
counselor  general  of  Guatemala  and  Mexico.  My  proposal  deals  with  providing  a 
small,  simple  classroom  that  can  bring  students  and  schools  and  public  officials, 
business  leaders  from  around  this  country  bringing  schools  here  to  meet  our 
students  in  this  arena  and  learn  how  this  facility  can  operate  for  the  benefit  of  all 
our  kids  and  students  and  also  different  states  across  the  country.  Using  that  as 
a  model  for  the  cross-cultural  program  as  well.  I  believe  that  everyone  realizes 
very  deeply  how  this  is  a  critical  area  that  will  be  impacted.  I  believe  everyone 
can  work  together  to  find  the  solutions  necessary. 

Ernestine  Weiss  -  As  the  originator  of  the  complete  renovation  of  the  entire 
waterfront,  starting  with  the  Giants,  which  I'm  proud  to  say  took  place  and  I 
campaigned  heartily  for,  I  want  to  tell  you  that  the  Giants  stadium  is  so 
outstanding,  we  don't  need  another  structure  on  the  waterfront  so  close  to  it  with 
a  towering  height  of  14  stories.  8  Washington  is  being  discussed  about  height 
from  the  one.  Height.  Height.  Height  on  the  waterfront.  We  don't  want  it  to  block 
the  views  as  the  gentleman  prior  to  me  said.  We  have  a  beautiful  waterfront 
now.  The  Exploratorium  is  coming,  at  my  urging.  The  Mills  development  lost 
because  it  wasn't  the  right  thing,  which  I  opposed.  I  don't  back  losers.  I  back 
winners.  This  proposition  is  not  appropriate  so  close  to  the  Giants  development 
and  also  because  they're  going  to  develop  the  parking  lot  with  a  huge  amount  of 
development.  How  much  development  do  we  need  on  one  waterfront?  To  keep 
the  beauty,  let's  do  location,  location,  location.  Pick  the  right  area  for  the  right 
project.  This  is  not  the  right  area  for  that  project.  First  of  all,  I  live  at  the  Golden 
Gateway  Towers,  which  is  right  near  here,  which  is  not  far  from  Piers  30  and  32. 
We  are  presently  being  hounded  with  events  at  the  Justin  Herman  Plaza.  For 
the  many  years  I've  lived  here,  I've  fought  noise,  noise,  noise.  Unconscionable.  I 
mean,  it's  hard  to  live  with  this  stuff.  I  don't  want  to  be  calling  the  police  every 
time  they  go  beyond  the  barrier  of  the  noise  level  according  to  the  police  code. 
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This  presents  a  huge  problem.  Even  though  it  is  contained  in  a  building,  there 
will  be  huge  amounts  of  traffic  congestion,  noise  of  crowds,  possibly 
drunkenness  at  events  which  happen  when  crowds  get  together.  It's  an 
impossible  sight  to  behold.  You  should  reconsider  this  and  accordingly  defeat 
the  8  Washington  one  because  of  the  height.  It  is  out  of  proportion.  Bigger  than 
the  freeway  that  was  up.  I  urge  you  to  reconsider  this  and  give  it  deep  thought 
and  change  the  venue  of  that  project.  Put  it  on  the  land  where  it  belongs  and  let 
the  waterfront  thrive  with  beautiful  views  as  we  all  worked  so  hard  to  do. 

9.  CONSENT 

A.    Request  authorization  to  advertise  for  Competitive  Bids  for  Construction 
Contract  No.  2761,  Blue  Greenwav  Signage.  (Resolution  No.  13-05  ) 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-05  was  adopted. 

10.  PLANNING  AND  DEVELOPMENT 

A.    Reguest  authorization  to  execute  a  contract  with  Haddad  Drugan  LLC  for 

installation  of  public  art  on  the  Pier  92  Grain  Silos  located  on  Amador  Street  and 
Islais  Creek.  (Resolution  No.  13-09) 

David  Beaupre,  Planning  and  Development  - 1  wanted  to  take  a  moment  to 
introduce  Justine  Topher  from  the  San  Francisco  Arts  Commission  who's  the 
project  manager  helping  facilitate  this  project.  We're  requesting  approval  to  enter 
into  a  contract  with  an  artist  group  called  Haddad  and  Drugan  for  the  Pier  92 
grain  silo  project,  which  is  located  on  Islais  Creek  at  Pier  92  just  north  of  Amador 
Street. 

The  grain  silos  were  originally  constructed  in  1949,  the  shorter  set  in  1971, 
which  is  the  taller  set.  They  haven't  been  used  for  cargo  imports  or  exports  since 
the  late  1980s.  With  that,  the  Port  Commission  and  staff  utilizing  our  southern 
waterfront  beautification  and  community  benefits  policy  asked  the  Arts 
Commission  to  commission  an  artist  through  a  standard  selection  process  to 
apply  a  public  art  component  on  the  grain  silos  to  improve  the  appearance  of 
them  and  improve  the  gateway  to  the  Bayview  community. 

What  we  have  done  is  outlined  the  selection  process,  which  include  retaining  the 
Arts  Commission.  The  Arts  Commission  released  a  call  for  interest  and 
qualifications  on  May  4,  2012  and  on  June  29,  2012  we  had  135  responses. 
That  call  went  out  to  artists  along  the  West  Coast,  including  California. 

The  Arts  Commission  screened  those  135  applicants  down  to  23  qualified 
applicants.  We  worked  with  the  Arts  Commission  to  select  a  panel,  so  we  had 
seven  panelists  that  represented  the  Port,  the  Arts  Commission  staff,  the 
community  artists,  and  artist  curators  to  review.  They  distilled  those  down  to  four 
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artists  or  artists  teams  including  Ball/Nogues,  Haddad  and  Drugan,  Rigo  23,  and 
Cameron  McNall. 

These  four  illustrations  illustrate  the  four  proposals  that  they  came  back  to  us 
with.  They  had  75  days  to  develop  their  concepts.  They  were  displayed  at  the 
Bayview  Opera  House  for  two  weeks  for  public  comment  and  also  put  online  for 
the  public  to  comment  on.  Then  the  artists  presented  their  concepts  to  the  jury  or 
panel  again  and  were  interviewed  about  their  projects.  The  panel  recommended 
the  group  of  Haddad  and  Drugan  with  the  work  concept  called  Transfiguration. 

Laura  Haddad  and  Tom  Drugan  as  collaboration  as  an  artist  group  goes  back  to 
2001  and  fostered  a  wide  range  of  innovative,  site-specific  public  art 
commissions  and  plans.  The  strengths  of  the  team  as  identified  by  the  selection 
panel  was  the  appropriate  scale  of  the  project,  the  effectiveness  of  it  in  night  and 
day,  the  understanding  of  the  site  and  the  community,  and  the  desire  to  work 
with  the  community  and  the  Port  and  the  Arts  Commission  to  further  define  their 
concept. 

What  I  want  to  show  is  just  some  representative  work  of  theirs  from  other 
projects.  This  includes  the  entranceway  to  Sea-Tac  Airport  in  Seattle.  These 
lighting  displays  and  landscaping  and  signage.  At  the  Denver  Animal  Shelter, 
they  created  a  large  sculpture  out  of  stainless  steel  dog  tags.  In  the  evening  it  is 
lit.  Then  on  a  waterfront  Marriott  Hotel,  they  did  a  rooftop  garden  area  that 
represents  the  motion  and  reflection  of  water. 

Another  project  was  a  storm  water  outfall  that  recognizes  the  infrastructure  of 
the  project  and  through  artistic  etchings  on  this  wall  and  plantings  describe  the 
process  of  how  storm  water  is  collected  and  conveyed,  either  for  treatment  or 
treatment  and  then  out  to  the  water  for  disposal.  For  Transfiguration,  they 
developed  this  concept  for  Pier  92.  They  developed  a  series  of  initially  artwork 
goals  on  what  they  wanted  the  project  to  do  for  the  site  and  for  the  community. 
One  is  to  create  a  large  beacon  that  can  be  seen  from  a  distance  as  well  as  up 
close,  create  a  gateway  to  the  neighborhood,  create  art  that  has  both  daytime 
and  nighttime  presence,  call  attention  to  the  local  ecological  and  reclamation  of 
projects,  create  a  symbol  of  transformation,  use  imagery  that  represents  the 
community's  history,  and  make  art  that  is  low  maintenance. 

They  took  those  goals  and  did  research  on  the  community  with  which  it  sits  in 
and  recognized  these  as  sources  of  inspiration.  Community  activism,  graffiti 
history,  Islais  Creek  and  the  wetlands,  light  on  the  water,  Butchertown,  the  grain 
terminals,  the  native  cherry  plant,  which  is  called  Islay  and  that's  how  Islais 
Creek  was  named,  Heron's  Head  Park  and  the  Blue  Greenway  and  shorebirds. 
These  are  images  that  they  drew  from  in  investigating  the  community.  This 
basically  represents  a  historic  quote  from  a  community  activist  about  a  balloon 
and  the  community  representing  a  balloon  and  it  was  waiting  for  someone  to 
come  back  and  blow  the  air  back  into  it  so  it  can  rise  again. 
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Referencing  change  and  transformation  in  the  community.  Recognizing  the 
Quesada  Gardens,  the  mural.  Bring  fresh  produce  to  the  community  at  Lee's 
Grocery  and  Crispy  Corner.  Graffiti  in  the  silos  today.  The  Islais  Creek  and 
wetlands  that  we  have  at  Heron's  Head  Park  in  Pier  92  and  the  creek.  Again  the 
cherries.  Butchertown  and  the  steer  that  used  to  be  up  that  first  established  the 
community  at  Islais  Creek.  The  grain  silos.  Heron  and  Heron's  Park.  Shorebirds 
and  waterfowl  that  are  common  in  the  area. 

Taking  all  of  that  imagery  and  history,  they  then  said  what  does  the  facility  look 
like  at  night?  We  know  what  it  looks  like  during  the  day,  but  how  can  this  operate 
both  day  and  night?  They  took  that  imagery,  and  using  geometric  shapes  came 
up  with  this  collage  you  can  see  represents  the  red  balloons  at  the  top.  The 
smaller  red  circles  are  the  cherries.  The  steer  from  Butchertown.  The  Heron's 
Head  Park  and  the  blue  seabirds  and  the  yellow  barley  grains. 

The  image  on  the  right  is  another  way  that  they  conceptualized  it.  Is  a  part  of  the 
evolution  of  their  process.  This  is  what  it  would  look  like  closer  up.  Very  close 
up.  How  they  came  up  with  the  geometric  shapes.  That's  even  closer  up.  This  is 
how  it  looks  like  from  a  distance  at  the  Illinois  Street  Bridge.  Right  up  close.  Up 
on  Potrero  Hill  a  bit.  From  Bayview. 

What  they  plan  to  do  is  use  LED  lights  so  at  nighttime  they  could  light  it  up  with  a 
blue  light  and  it  would  highlight  the  shorebirds,  the  heron,  and  the  grain,  the 
cattle,  and  the  cherries.  This  is  the  type  of  technology  they're  talking  about. 
Focused  LED  lights  that  can  be  used  to  project  on  the  building. 

We're  even  looking  at  the  idea  of  maybe  wrapping  some  of  the  lighting  around 
the  south  side  of  the  actual  silos  themselves.  Here  is  an  example  of  that 
technology  being  used  on  some  east  shore  side  high  rises  in  Chicago,  on  the 
effectiveness  of  the  lighting. 

Next  steps  -  Where  we  go  from  today  should  you  approve  this  is  that  working 
with  the  artists,  they're  going  to  come  down  and  participate  in  our  southern 
waterfront  advisory  committee  meeting  on  March  27,  2013  at  6:00  p.m.  at  the 
Bayview  Opera  House  to  get  input  from  the  community  as  well  as  do  some 
community  outreach  to  stakeholders  within  Bayview  and  at  the  Port  and  at  the 
Arts  Commission. 

We're  going  to  do  lighting  tests  the  evening  before  to  make  certain  that  the  lights 
work  and  project  the  way  that  they  anticipate.  Then  they're  going  to  refine  their 
concept  based  on  the  input  they've  received.  Go  into  detail  design  and 
engineering  to  make  certain  what  they  design  is  sustainable  and  can  be 
maintained  and  our  engineers  can  approve  it.  Fabricate  it,  with  the  hopes  of 
having  it  installed  in  September  to  help  celebrate  our  150th.  The  schedule  is 
somewhat  aggressive,  but  they  can  do  it. 
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Commissioner  Katz  -  As  one  of  the  participants  in  the  selection  process,  I  have 
to  say  we  had  some  wonderful  artists  that  came  through,  several  things  really 
struck  me  with  the  team  that  we  chose.  One  was  their  emphasis  on  it  being 
visible  both  in  the  day  and  at  night,  which  I  thought  was  significant.  We  wanted 
to  choose  something  that  was  going  to  be  a  statement  and  a  draw  for  people  to 
come  and  see  public  art.  This  team  certainly  represents  that.  One  of  things  I  like 
best  about  their  team  was  their  commitment  with  working  with  the  community. 
That  was  one  of  the  things  that  we  had  asked  the  four  finalists  to  all  agree  to  do, 
but  Haddad  and  Drugan  took  that  to  another  level  and  spent  quite  a  bit  of  time 
out  in  the  community  and  working  with  the  community.  That  was  something  that 
was  very  significant  to  all  the  members  of  the  selection  process.  We  loved  all  of 
their  work  and  we  actually  had  some  wonderful  artists,  but  one  thing  that  really 
didn't  show  up  in  these  photos  was  the  effect  at  night.  It's  almost  like  a  modern 
day  black  light.  The  way  it  works,  with  the  changing  colors  that  are  reflected  on 
the  building,  they  can  highlight  different  parts  of  the  embedded  drawing. 

You  saw  how  it's  broken  out  with  the  blue  light,  the  red,  the  green.  They're  going 
to  play  with  imagery  and  see  how  the  lights  can  pull  out  and  pop  different 
images  out  at  different  times  by  just  changing  the  light  display.  That  also  was 
something  that  was  appealing,  that  it  was  not  a  static  kind  of  image,  but  it  was 
something  that  would  be  changing  at  least  in  the  nighttime.  I  thought  it  was  an 
exciting  project.  The  community  will  be  well  served  by  this  team. 

Commission  Brandon  - 1  would  like  to  thank  Commission  Katz  for  sitting  on  the 
panel  and  thank  David  Beaupre  for  working  with  the  Arts  Commission  and  doing 
such  great  outreach.  It's  wonderful  that  we  had  135  responses;  that  was 
overwhelming.  It  shows  us  our  need  to  do  more  of  it.  You  did  such  a  wonderful 
job  and  I'm  so  excited  about  this  project.  I  can't  wait  to  see  the  final  product. 

Commissioner  Woo  Ho  - 1  have  a  couple  questions.  I  echo  what  Commissioners 
Katz  and  Brandon  said.  It's  wonderful  to  see  this.  I'm  very  excited.  Is  it  just  one 
panel  that's  going  to  be  covered  on  the  grainery? 

David  Beaupre  -  Most  likely,  yes.  Initially  they  were  looking  at  two  different 
methods  of  applying.  One  is  actually  painting  it  on  but  more  likely  they're  looking 
at  actually  printing  it  on  a  fabric  and  then  installing  the  fabric,  it's  a  mesh  fabric, 
on  top.  It  would  be  one,  but  in  the  evening  hours  when  it's  dark  and  it's  lit,  when 
you  light  it  up  with  the  colors,  then  certain  elements  of  the  image  pop. 

Commissioner  Woo  Ho  -  That  introduces  another  question  in  terms  of  if  you  use 
the  fabric,  obviously  there's  a  cost  to  it,  but  it  sounds  like  the  exhibit  could 
change,  meaning  that  you  could  update  it  versus  painted  means. 

David  Beaupre  -  Exactly.  There  is  the  benefit  of  the  fabric  for  that  we  actually 
looked  at.  When  we  did  the  call  for  projects,  we  called  for  artists  to  look  at 
temporary,  so  at  a  minimum  five  years,  ideally  ten  years.  Going  with  the  fabric 
technology,  it  may  allow  either  the  Port  or  potentially  the  artist  down  the  road  to 
change  it  should  the  images  start  to  fade  over  time. 
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Commissioner  Woo  Ho  -  Or  the  flexibility  because  people  are  wanting  to  see 
something  different.  Who's  responsible  for  maintaining  and  obviously  the  lights 
and  everything  else  that  goes  on?  Whose  responsibility  is  that? 

David  Beaupre  -  Ultimately  the  Port  is  responsible  for  it,  but  as  a  part  of  the  work 
that  the  artist  will  be  doing,  they'll  be  developing  a  maintenance  program.  For 
the  lights  if  for  some  reason  they  don't  operate  the  length  of  time  they're 
supposed  to,  and  there's  a  10  or  15  year  warranty  on  them,  then  the  artist  would 
be  responsible  for  making  certain  that  what  they  install  lasts  at  a  minimum  five 
years,  again  with  the  Port  being  responsible  for  general  maintenance.  The  intent 
of  this  project  and  one  of  the  designs  behind  it  and  objectives  of  the  artist  was  to 
have  little  or  no  maintenance. 

Commissioner  Woo  Ho  -  It's  good  to  hear  because  I've  seen  some  other  public 
artworks,  not  necessarily  in  San  Francisco,  where  the  maintenance  was  not 
addressed,  and  so  it  was  great  for  the  first  couple  years.  Then  it  was  terrible 
because  the  money  wasn't  there  to  maintain  it  and  there  was  no  understanding. 
It's  very  important  to  understand  how  this  is  going  to  be  maintained  properly  and 
who's  responsible.  Obviously,  I  assumed  that  the  Port  has  put  funding  aside  to 
be  able  to  maintain  it. 

David  Beaupre  -  Yes.  Also  part  of  the  agreement  is  that  if  for  any  reason  the 
Port  decided  it  wanted  to  remove  it,  that's  at  our  discretion. 

Commissioner  Woo  Ho  -  It's  a  great  project.  The  designs  are  very  interesting.  It's 
very  unique.  The  fact  that  it's  daytime/nighttime  and  the  colors  really  pop.  I  hope 
we  do  have  something  that's  flexible  so  that  you  can,  for  whatever  reasons,  not 
just  because  of  wear  and  tear,  if  there's  any  reason  to  change  it,  that  it's  also 
changeable. 

Commissioner  Katz  -  One  other  thing  that  the  artists  thought  they  might  do  as 
well  is  something  on  the  side.  They  were  still  working  on  the  design,  but  they 
mentioned  as  we  talked  with  them  that  they  might  also  do  something  that  shows 
the  tidal,  maybe  a  high  and  low  tide,  and  have  that  projected  on  the  side  as  well 
in  the  evenings 

I  wanted  to  thank  the  Art  Commission  and  David  Beaupre.  It  was  really 
wonderful  working  with  all  of  them.  The  Art  Commission,  I  thought  they  just  did 
an  absolutely  stellar  job  of  bringing  all  the  artists  in,  putting  together  the 
presentations,  and  it  was  a  wonderful  project  to  be  part  of.  I  want  to  thank  the  Art 
Commission  for  working  with  us.  Hopefully  we'll  have  many  more  of  them  to 
come. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
1 3-09  was  adopted. 
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B.  Informational  update  on  status  of  Port  infrastructure  work,  tenant  relocation  and 
other  Port  obligations  under  the  Lease  Disposition  Agreement  in  preparation  for 
the  34th  America's  Cup  Events  in  2013. 

Daley  Dunham,  Port's  Special  Projects  group  -  I'm  here  presenting  the  seventh 
periodic  update  on  behalf  of  the  larger  America's  Cup  team.  The  last  few  reports 
have  gone  without  presentation.  I  am  going  to  present  based  on  a  major 
milestone,  March  1,  2013. 

March  1st  was  significant  because  it  is  the  date  by  which  we  were  obligated  to 
turn  over  the  two  primary  locations  for  the  event,  the  base  at  Piers  30-32  and 
what's  going  to  be  the  America's  Cup  pavilion  at  Piers  29  and  27.  It's  the  date  by 
which  we  had  to  complete  our  construction  and  the  date  by  which  we  were  to 
hand  over  the  facility.  It  was  a  significant  deadline  also  because  there  were 
liquidated  damages  that  the  city  could  be  subject  to  if  we  didn't  hit  our  marks. 

Another  important  deadline  was  for  the  Brannan  Street  Wharf.  The  last  concrete 
pour  was  scheduled  for  March  1st .  I  submit  this  background  slide  as 
photographic  evidence  that  we  did  in  fact  make  the  pour  on  March  1st. 

How  did  we  do?  The  bases  at  Piers  30-32  are  complete.  We  finished  all  of  our 
work  there.  Additionally,  we  have  reached  substantial  completion  for  all  of  the 
work  at  Piers  27  and  29  including  the  cruise  ship  terminal. 

One  note  in  light  of  the  earlier  presentation  on  Piers  30-32,  I'd  like  to  reiterate 
that  the  investment  that  we've  made  on  that  facility  were  highly  targeted  and 
mindful  of  the  fact  that  a  new  and  substantially  different  use  may  be  in  that 
facility's  future.  For  example,  where  we  were  required  to  strengthen  the  pier  to 
handle  certain  loads  for  the  America's  Cup  that  will  be  there  soon,  rather  than 
making  long  term  infrastructural  repairs,  we  undertook  a  30  year  fix,  as  it  were. 
We  undertook  a  testing  program  where  our  engineers  strongly,  strongly 
suspected  that  it  was  load  capable  for  at  least  a  few  more  years  and  just  proved 
that  at  a  much  lesser  cost  than  making  serious  investment  in  that  facility. 

Other  items  that  we  delivered  on  time.  The  removal  of  Pier  Vz.  The  Pier  19  south 
apron,  which  is  being  done  entirely  by  the  Port's  maintenance  crew,  that's 
actually  about  99  percent  complete.  Not  100,  but  the  Port's  crews  and  our 
maintenance  division  did  a  heroic  job  in  getting  it  done  as  quickly  as  they  have. 
Then  a  substantial  electrical  upgrade  at  Pier  23.  That's  scheduled  to  be 
energized  this  week.  It  may  already  have  been  energized,  but  it's  scheduled  for 
this  week.  We  had  obligations  for  some  tenant  improvements  at  Piers  19,  191/2 
and  23,  which  are  the  administrative  offices  of  the  America's  Cup,  and  we  hit  all 
those  marks  as  well. 

So  on  the  real  estate  side  of  things,  March  1st  was  also  the  date  by  which  we 
were  to  have  handed  over  everything  with  the  exception  of  a  small  piece  of  the 
roof  of  Pier  45  where  they're  going  to  place  an  antenna  at  a  later  date. 
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How  did  we  do  hitting  that  mark?  We've  handed  over,  completed  the  real  estate 
negotiations  and  lease  transactions  for  Pier  80,  the  America's  Cup  facilities  on 
Piers  19,  23,  27,  29  and  291/2.  The  two  main  facilities,  Piers  30-32  and  the  cruise 
ship  terminal  are  absent  from  that  list. 

I  want  to  point  out  that  we  were  ready  to  hand  those  over,  but  at  the  request  of 
the  event  authority,  we've  delayed.  Piers  30-32  we  expect  to  handover  in  the 
month  of  March  as  soon  as  Emirates  Team  New  Zealand  shows  up  and  is  ready 
to  start  setting  up  their  base.  The  cruise  ship  terminal  also  we  expect  to 
handover  by  Monday  when  the  event  authority  will  start  their  tenant  build  outs. 
Then  the  Pier  45  transmitter  is  the  last  piece  that  will  be  handed  over  at  some 
future  date. 

We've  hit  all  of  our  marks.  There  was  one  other  thing  to  report  which  I  thought 
was  important,  which  is  our  relationship  with  the  Army  Corps  of  Engineers,  who 
has  partnered  with  us  to  clean  up  our  tendering  along  Pier  23  and  the  foot  of  27. 
We  have  an  ever  growing  relationship  with  them.  They've  been  great.  We  think 
that  the  strength  of  this  relationship  is  something  that's  going  to  persist  long  after 
the  America's  Cup  is  gone. 

Commissioner  Woo  Ho  -  First  I  want  to  congratulate  you,  Daley,  and  everybody 
at  the  Port  for  hitting  all  the  milestones.  That's  terrific  in  terms  of  the  fact  that  we 
actually  have  completed  everything  that  we  need  to.  That's  a  major 
accomplishment  given  all  the  other  things  that  are  going  on  at  the  Port.  I  do  have 
a  couple  of  questions  about  all  that  but  I'll  defer  to  the  other  commissioners  to 
comment  first. 

Commissioner  Katz  - 1  echo  the  thanks  to  all  of  our  staff.  Being  on  time  and 
generally  within  budget  is  quite  an  achievement  here.  At  the  ribbon  cutting 
ceremony  for  the  cruise  ship  terminal,  Stephen  Barclay  from  the  America's  Cup 
actually  commented  that  he  didn't  think  it  was  going  to  happen.  It  was  nice  to 
have  been  able  to  have  proven  him  wrong.  It  was  a  feather  in  the  cap  for  the 
Port  and  all  the  staff  who  have  worked  so  hard  to  get  this  done.  I  want  to  thank 
all  of  you  for  the  incredible  work  that  has  gone  into  making  this  happen. 

Commissioner  Brandon  -  Ditto.  You  guys  have  done  a  great  job! 

Commissioner  Woo  Ho  - 1  wanted  to  go  on  public  record  to  make  a  comment.  As 
you  know,  there's  a  lot  of  discussion  about  America's  Cup  and  the  city's 
expenses.  There  were  articles  written  about  it.  One  of  the  things  that  does  not 
get  noticed  in  the  press  is  the  fact  that  the  Port  of  San  Francisco  has  made 
substantial  investments  which  are  not  part  of  what  the  city's  getting  reimbursed 
for  in  the  money  that  is  being  raised  by  the  America's  Cup  Organizing 
Committee.  We  should  recognize  that. 

In  fact,  you're  listing  about  $15  million,  which  we  don't  expect  reimbursement  out 
of  the  ACOC  fundraising.  That  is  an  additional  cost  and  investment  that  the  city 
is  making  in  order  to  host  America's  Cup  which  is  being  born  by  the  Port.  It 
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needs  to  go  on  record  because  there  are  some  people  who  think  that  between 
what  is  being  raised  by  ACOC  and  other  revenues  that  will  come  through 
different  sources,  sales  tax,  hotel  tax,  whatever,  other  sources  are  going  to 
offset  the  city's  expense  and  that's  really  not  the  case.  The  Port  has  made  a 
major  investment  in  America's  Cup  to  make  this  happen.  We're  happy  to  make 
it.  We  just  want  to  make  sure  that  everybody  recognizes  that. 

C.    Request  approval  of  the  Term  Sheet  and  the  Second  Amendment  to  the 
Exclusive  Negotiation  Agreement  between  the  Port  and  Seawall  Lot  337 
Associates,  LLC  for  the  mixed-use  development  of  Seawall  Lot  337  and  Pier  48 
bounded  by  China  Basin  Channel,  Third  Street,  Mission  Rock  Street,  and  San 
Francisco  Bay  and  adjacent  to  AT&T  Park.  (Resolution  No.  13-10) 

Phil  Williamson,  Port  project  manager  for  the  Seawall  Lot  337  and  Pier  48 
project  -  It's  an  honor  to  be  before  you  today  with  this  presentation.  It's  a 
culmination  of  many  years  of  work.  We've  updated  you  over  time.  You've  heard 
much  of  this  presentation  before.  Today  we  hope  to  visit  in  detail  some  of  the 
questions  and  concerns  we've  heard  over  the  last  several  weeks  and  respond  to 
those.  We  also  want  to  recognize  that,  again,  much  of  this  will  be  a  repetition 
from  the  presentation  we  made  two  weeks  ago. 

What  an  honor  it  is  to  follow  those  other  Port  presentations  today.  Amazing 
presentations  on  the  Piers  30-32,  on  the  grain  silos,  and  on  the  America's  Cup. 

I  would  be  remiss  if  I  didn't  start  out  by  saying  that  I  represent  a  team.  The  Port 
is  represented  today  by  me,  Jonathan  Stern,  and  Byron  Rhett  and  also  by  city 
counsel  Joanne  Sakai  and  from  the  Office  of  Economic  Workforce  Development, 
Jennifer  Matz  and  Mike  Martin.  From  the  Mission  Rock  team,  from  Seawall  Lot 
337  Associates  we  have  Jack  Bair,  Jon  Knorpp,  and  Fran  Weld  along  with  some 
of  their  consultants  today. 

This  is  the  overview  you've  seen  before  and  it  should  be  fairly  familiar.  The 
overall  project  proposes  3.6  million  square  feet  of  development,  up  to  1 .7  million 
square  feet  of  new  office  space,  up  to  1 ,500  residential  units.  Approximately 
200,000  square  feet  of  proposed  retail  for  the  site.  A  parking  structure.  Eight 
acres  plus  of  open  space. 

As  you  recently  heard  in  the  press  and  perhaps  were  there  yourself,  an 
announcement  has  been  made  about  the  first  tenant  for  the  project  at  Pier  48. 
Anchor  Brewing  is  looking  at  that  site  as  an  expansion  of  their  facility  on  De 
Haro  Street.  We  are  excited  about  that  potential  and  what  it  means  to  the 
project,  both  in  terms  of  phasing  for  Pier  48  and  just  a  good  match  for  the  city. 

The  infrastructure  for  the  project  is  phased  over  time.  It's  privately  funded  and 
then  publicly  owned  and  paid  for  with  a  unique  public  financing  mechanism.  As 
part  of  an  overview,  Port  revenues.  One  of  our  primary  goals  for  this  whole 
endeavor  has  been  to  increase  the  Port's  land  value  return  from  this  site  to  try 
and  recognize  its  true  asset  value  and  take  that  forward  over  time  to  benefit  the 
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Port  as  a  whole.  We  do  that  through  base  rent  primarily,  but  also  through 
participation  rent  and  to  other  structures. 

We've  talked  about  the  project  risks  at  the  last  presentation  of  this  project.  We 
believe  we've  done  due  diligence  to  share  those  risks  with  our  developer  and 
also  to  provide  some  downside  protection  to  the  Port  going  forward. 

A  slide  of  the  land  use  summary  that  shows  a  flexible  approach.  Also  this  shows 
the  general  location  of  the  open  spaces  and  shows  the  fine  grain  nature  of  this 
site,  the  smaller  block  sizes  as  opposed  to  Mission  Bay's  larger  blocks  that  open 
up  the  site  to  the  water,  draw  the  public  through  the  site  to  the  water,  both  on  the 
north  side  and  to  the  east  and  centralizes  the  parking  for  the  site,  which  also 
serves  the  ballpark  across  the  channel  in  the  southwestern  corner  of  the  site  in 
parcel  D. 

We've  heard  some  community  concerns  about  phasing  and  how  we  plan  to 
proceed  with  different  aspects  of  the  project.  This  is  a  proposal  that  really  I  must 
stress  takes  advantage  and  recognizes  the  proximity  of  existing  infrastructure  in 
Third  Street.  Third  Street  for  point  of  reference  is  this  artery  right  here.  It  is  more 
or  less  full  of  city  utilities  from  sewer  and  power  and  other  utilities  necessary  for 
a  development  of  this  size. 

Looking  at  feasibility  for  the  project  and  trying  to  plan  out  a  pro-forma  that  makes 
sense,  takes  advantage  of  approximate  utilities  to  lower  costs  up  front,  phase 
one  has  been  envisioned  from  the  beginning  occurring  along  Third  Street. 
However,  depending  on  market  demand  and  actual  uses  that  we  see  come  to 
fruition,  that  could  change.  There  has  been  interest  in  the  parcels,  for  instance, 
along  China  Basin  Park  on  the  north  edge  of  the  project,  which  would  accelerate 
that  component  and  alter  the  phasing.  The  important  concept  is  to  realize  that 
we  have  to  take  bite  size  chunks  of  the  infrastructure  to  timely  reimburse  and 
acquire  that  infrastructure  from  the  developer  but  also  be  cognizant  of  the 
market  demands  that  could  influence  that  phasing. 

I  also  want  to  point  out  that  regardless  of  how  the  project  is  built  out  over  time 
and  what  sequence,  the  Port  is  aware  of  the  benefits  of  open  space  of  this  site 
generally  to  the  community,  to  the  region,  and  particularly  to  the  site  as  far  as 
adding  value  to  these  parcels.  We  have  in  our  term  sheet  a  proposal  to  pursue 
to  the  extent  possible  a  general  obligation  bond  for  open  space  development  at 
this  site  and  other  waterfront  sites  as  well.  It's  built  on  the  successful  GO  bonds 
that  we've  recently  seen  in  concert  with  the  Rec  and  Park  Department. 

An  overview  of  where  we've  been  starting  2007  through  today,  2013.  Spending 
all  that  time  coming  up  with  a  land  use  program  and  project  feasibility  that 
informs  the  term  sheet  that  you're  being  asked  to  approve  today. 

Going  forward,  we  enter  an  entitlement  period  of  two  to  three  years,  hopefully  in 
the  shorter  end  of  that,  to  entitle  the  site  to  rezone  it,  to  go  through  the  CEQA 
process,  and  to  get  to  transaction  documents.  The  chart  the  efficiency  of  waiting 
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as  long  as  possible  to  spend  money  on  infrastructure  so  that  it's  completed  in 
concert  with  adjacent  development. 

This  is  a  two  dimensional  representation  of  the  flexible  zoning  that  we've  been 
talking  about.  Again,  the  primary  uses  being  residential  and  commercial.  This 
slide  shows  a  flexible  approach  to  try  and  match  market  demand  and  not  pin 
down  specific  uses  for  each  parcel.  Pin  down  certain  uses  for  sure. 

We  believe  block  K,  for  instance,  is  a  primary  residential  location  given  its  size, 
its  smaller  footprint,  and  its  optimum  location  at  the  waterfront.  Block  D  is  fixed 
as  a  parking  structure  for  this  site  as  well  as  fixing  in  this  scenario  blocks  B,  C, 
and  E  as  commercial  pads. 

The  other  parcels  remaining  flexible  to  respond  to  the  market,  but  also  not  to 
exceed  the  caps  I  mentioned  at  1 .7  million  square  feet  maximum  office  space 
and  1500  residential  units.  Looking  at  this  information  graphically,  this  is  one 
scenario  that  shows  how  that  could  look  as  far  as  massing  of  the  site,  how  that 
height  pops  up  and  captures  the  parks  and  responds  to  things  like  shadows, 
responds  to  issues  like  sunlight  exposure  on  the  parks.  We  have  brought  this 
and  other  height  massing  concepts  forward  to  the  public.  We  are  continuing  to 
bring  these  issues  to  the  public  for  comment  and  information.  You  will  see  the 
site  evolving  as  we  move  forward,  but  we  wanted  to  share  with  you  this 
representation  of  how  to  achieve  the  density  that  we  believe  activates  this  site 
properly  and  creates  a  true  destination  and  a  true  neighborhood  on  the 
waterfront. 

All  this  work  will  result  in  significant  amount  of  jobs  for  San  Francisco.  I  stress 
San  Francisco  because  we  are  working  as  hard  as  we  can  to  encourage  a 
significant  percentage  of  local  hires  and  local  workers  for  these  jobs  numbering 
approximately  in  excess  of  1 0,000  jobs  for  construction  and  over  1 1 ,000  jobs 
anticipated  when  the  site  is  fully  built  out. 

To  the  local  business  enterprise  point,  the  developer  has  met  with  the  Contract 
Monitoring  Division  formerly  known  as  the  Human  Rights  Commission  to  discuss 
and  create  targets  for  the  project  as  far  as  goals  on  the  LBE  equal  opportunity 
program.  To  date,  those  goals  are  in  the  20  percent  area  for  the  overall  project 
and  1 0  percent  for  the  phase  we're  about  to  start  now,  which  is  the  entitlement 
phase.  I  want  to  note  that  that's  a  slight  change  from  what  you  see  in  your  staff 
report  which  incorrectly  states  13  percent  for  the  entitlement  phase.  Importantly 
the  project's  equal  opportunity  program  will  find  a  home  in  the  disposition  and 
development  agreement  going  forward,  so  it  will  have  a  permanent  home  to 
survive  the  project  and  to  memorialize  it  going  forward. 

On  March  8,  2013  and  attached  to  the  report  you  have  today  is  the  report  of  the 
findings  of  fiscal  responsibility  and  feasibility  prepared  by  a  Port  consultant.  In 
this  slide  is  a  high  level  overview.  It  lists  importantly  new  ongoing  revenues  that 
the  project  will  generate  totaling  fiscal  benefits  of  $21 .5  million  per  year.  On  top 
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of  that,  we  anticipate  one  time  development  fees  of  approximately  $60  million 
and  the  jobs,  as  mentioned. 

Other  benefits  to  the  city  and  to  the  region  are  parks  and  open  space  as 
mentioned.  Pedestrian  and  bicycle  paths  throughout  the  site.  Human  powered 
water  access  is  envisioned  for  the  Pier  48  apron  area. 

The  horizontal  development  is  capsulated  here  to  show  the  sources  that  will 
fund  those  costs  of  approximately  $1 54  million  and  how  those  sources  are  paid 
for.  You  see  developer  equity  contributing  $100  million  initially  with  upfront  lease 
payments  for  two  of  our  parcels  on  this  site,  helping  fund  another  $51  million  of 
these  costs.  Beyond  that,  CFD  bond  proceeds  and  IFD  proceeds  contribute  to 
the  total  sources. 

This  gives  you  a  snapshot  of  the  overall  capital  flows  going  into  the  project. 
Obviously  you  see  in  the  beginning  of  this  slide  which  represents  a  timeline  out 
to  about  2030.  There's  a  little  more  detail  on  that  in  a  future  slide  but  you  see 
initially  the  equity  investment  is  what's  funding  the  early  infrastructure.  As  the 
site  is  built  out  and  improved,  you  see  the  return  on  equity  coming  in  and  a 
developer  return  coming  in  on  top  of  that. 

As  I  mentioned  earlier,  the  Port's  revenue  for  this  site  has  been  a  primary  goal. 
We  have  focused  on  base  rent.  Base  rent  for  Seawall  Lot  337  and  the  Pier  48 
component  is  the  majority  of  the  total  rent  envisioned  for  this  site.  Participation 
rent  is  also  an  important  component. 

This  slide  shows  the  whole  project,  the  total  duration,  and  shows  projected  rents 
for  --  the  interim  rent  we're  receiving  today  that  we'll  continue  to  receive  as  the 
parcels  are  taken  down  and  built  out.  That  obviously  goes  down  as  the  parcels 
are  taken  into  lease  with  a  third  party.  You'll  see  the  base  rent  start  to  grow,  Pier 
48  rent  coming  on  top  of  that.  Participation  rent  on  top  of  our  base  rent.  The 
capital  events  we  see  here  sporadically  occurring  throughout  the  lifespan  of  the 
project  as  parcels  experience  refinancing  and  other  sales  that  the  Port 
participates  in. 

Finally,  another  item  before  you  today  is  your  approval  of  a  second  amendment 
to  the  exclusive  negotiation  agreement  with  the  Giants  with  the  Mission  Rock 
team.  There  are  three  main  issues  that  we  want  to  highlight  for  you  that  are  for 
your  consideration  today. 

The  first  is  an  extension  of  the  phase  one  work  period  in  ENA,  which  now 
expires  March  15,  2013.  With  your  approval  of  this  term  sheet,  we  will  go  on  to 
seek  endorsement  of  the  term  sheet  at  the  board.  We  need  a  little  more  time. 
We're  suggesting  that  we  extend  phase  one  to  August  15  to  allow  for  adequate 
time  to  get  through  the  board's  scheduling  process.  If  there  are  other  delays  to 
the  project,  we  are  also  asking  for  two  six  months  extensions  upon  payment  of  a 
fee  for  those  two  extensions. 
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Another  item  in  the  ENA  amendment  that  you're  being  asked  to  consider  today 
is  the  Port's  additional  oversight  of  predevelopment  expenditures  and  any 
changes  in  developer's  technical  staff  capacity.  We  believe  these  are  important 
as  we  go  forward.  We  have  a  budget  in  hand  that  makes  sense,  that  we've 
check  and  confirmed  and  are  confident  that  the  predevelopment  costs  are 
accurate,  but  with  the  time  extensions  we're  looking  at  and  overseeing 
circumstances  we  wanted  to  have  measures  in  the  ENA  to  give  Port  oversight 
for  additional  budgetary  expenditures  and  any  changes  of  significance  to  the 
developers  team. 

Finally,  the  ENA  seeks  to  expand  the  sites  slightly.  Almost  from  the  beginning  of 
our  presentations  on  this  site,  the  developer  has  envisioned  expanding  the  site 
slightly  in  these  two  areas.  One  is  parcel  P20,  which  is  a  sliver  of  property  along 
the  southern  edge  of  the  site  that  is  currently  a  redevelopment  open  space 
parcel.  We  believe  that  taking  this  site  and  moving  it  into  the  parcel's  interior 
allows  the  site  to  better  correspond  to  Mission  Rock  Street  to  the  south  and 
opens  up  access  into  the  property  from  Mission  Rock  Street.  We  will  work  to  do 
that.  We  have  to  work  with  the  successor  agency  to  the  redevelopment  agency 
and  State  Lands  to  accomplish  that  revision  with  your  approval,  of  course. 

Secondly,  Channel  Plaza,  an  approximate  half  acre  marginal  wharf  on  the  east 
side  of  the  project  between  Piers  48  and  50  is  proposed  to  be  added  to  the  site 
to  enhance  it  aesthetically  in  a  hardscape  fashion  that  doesn't  diminish  its 
maritime  utility  but  adds  value  to  the  site  from  a  public  access  and  public  viewing 
of  the  Bay  perspective. 

Today  we're  before  you  with  this  unique  opportunity.  We  want  to  highlight  that 
there  has  been  sound  due  diligence  done  since  2007  as  described  earlier.  This 
location  is  one  of  the  best  locations  in  San  Francisco,  the  Bay  Area,  perhaps  the 
West  Coast  for  real  estate  development  of  this  magnitude  and  of  this  caliber  and 
this  quality.  We  also  believe  that  with  that  development  comes  public  benefits 
that  are  to  be  expected.  The  public  benefits  that  we  are  looking  at  and 
discussing  are  very  high  in  quality  and  would  bring  visitors  and  locals  to  the 
waterfront  at  this  location. 

Following  today's  meeting,  should  you  approve  the  term  sheet  and  the  ENA 
amendment,  we  would  then  proceed  to  the  board  to  introduce  this  item  for  the 
budget  and  finance  committee  and  for  the  full  board  to  endorse.  Following  that 
endorsement,  we  would  begin  the  entitlement  phase  as  mentioned,  including 
CEQA,  site  rezoning,  State  Lands,  public  trust  consistency  study  that's  required 
by  SB8-15,  and  BCDC  plan  amendment. 

Following  that,  Port  staff,  with  your  guidance  over  the  next  several  months  or 
longer,  will  negotiate  the  following  documents  for  approval  after  project 
entitlements,  that  being  the  master  lease,  the  disposition  and  development 
agreement  in  the  form  of  the  parcel  lease  for  each  development  site. 
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Sunny  Schwartz  - 1  am  a  proud  resident  and  home  owner  in  the  building 
commonly  known  as  the  Glassworks,  at  Third  and  King.  It's  a  pleasure  to  come 
before  you  to  voice  my  unequivocal  support  in  this  project,  Mission  Rock  Project. 
The  Giants  have  been  our  neighbors.  We're  the  Giants  neighbors.  I've  been  the 
president  of  our  homeowners  association.  Whenever  quality  of  life  issues  came 
up,  the  Giants  have  always  been  so  responsive  and  very  quick  on  it,  I  may  add. 
I've  also  personally  witnessed  the  amazing  community  participation  the  Giants 
have  demonstrated  over  the  years.  They  have  given  back  to  not  only  the  local 
community,  but  the  community  at  large  and  throughout  California.  I  cannot  say 
enough  what  an  amazing  corporate  citizens  the  Giants  have  been.  I'm  proud  to 
say  that  I  support  this  project  unequivocally. 

Katy  Liddell  -  I've  lived  in  South  Beach  since  1995.  Just  like  Sunny,  I  want  to  tell 
you  what  great  neighbors  the  Giants  are.  They're  great  community  builders.  I'm 
the  founder  and  president  of  the  local  neighborhood  association.  They  contacted 
us  a  while  back  to  ask  to  come  and  do  a  presentation.  Our  meeting  normally 
goes  from  6:00  to  7:00.  They  very  nicely  stayed  until  after  8:00  just  to  answer 
questions.  They  not  only  did  that,  but  they've  had  so  many  different  public 
workshops.  They're  great  neighbors.  I  totally  support  this.  I'm  also  just  really 
excited  because  this  project  is  a  transit  first  and  pedestrian  friendly  and  much 
smaller  scale  than  the  rest  of  Mission  Bay,  so  it's  very  exciting. 

Eileen  Ward  - 1  live  on  Rincon  Hill.  Just  seeing  that,  it's  so  exciting.  I  wish  it  was 
happening  a  lot  sooner,  especially  with  all  the  development  happening  on 
Rincon  Hill  and  no  parks  and  no  open  space  and  no  retail.  That  part  of  this 
project  is  really  exciting  to  me.  The  whole  area  will  definitely  benefit  families  and 
visitors.  I  think  it's  great. 

Michael  Theriault.  San  Francisco  Building  and  Construction  Trades  Council.  We 
had  to  be  a  little  bit  of  everywhere  today,  California  Pacific  Medical  Center,  the 
Board  of  Supervisors,  8  Washington  and  the  Public  Utilities  Commission.  CEQA 
legislation  up  in  Sacramento.  I'll  have  to  be  at  the  school  board  at  6:00. 
However,  we  thought  it  was  important  to  be  here  on  behalf  of  this  project  to  tell 
how  excited  we  are  about  it  and  to  thank  your  staff  for  its  good  work  and  urge 
your  approval  of  your  staff's  work. 

Corrine  Woods  -  Wearing  my  Central  Waterfront  Advisory  Group  hat.  We've 
been  working  with  the  Giants  for  quite  a  few  years  now  on  this  project.  As  a 
neighbor  to  the  ballpark,  I  want  to  echo  what  everybody  else  has  said,  that 
they're  great  neighbors  and  have  listened  if  not  totally  responded  to  some  of  our 
problems.  I'm  glad  to  see  in  the  staff  report  that  you  recognize  the  importance  of 
early  construction  of  China  Basin  Park.  It  is  a  critical  piece  of  this  development. 
Whether  we  have  to  go  for  a  GO  bond  or  grants  or  whatever,  I  think  that  we 
would  all  be  more  than  happy  to  do  whatever  we  need  to  do  to  get  this  done 
early  in  the  development  because  it  really  will  add  a  tremendous  amount.  As  I 
said  at  the  last  meeting,  the  Port  really  needs  to  look  at  the  financial  terms 
based  on  a  publicly  acceptable  level  of  height  and  density  in  this  project.  I  know 
how  desperately  the  Port  needs  money.  There's  no  question  about  that.  I  really 
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would  like  you  to  look  at  reducing  these  maximum  heights  to  a  level  that  won't 
trigger  what  I'm  seeing  along  the  waterfront,  which  is  a  super  negative  reaction 
to  height.  I  don't  want  to  see  this  project  stalled  or  fail  because  the  community  is 
unhappy  about  the  heights  that  they're  seeing.  I  would  rather  see  a  compromise 
that  perhaps  gives  the  Port  less  revenue  but  that  is  achievable  in  the 
neighborhood  context.  I  also  want  to  talk  about  this  just  in  time  infrastructure 
plan.  Having  worked  on  Mission  Bay  project  now  for  many,  many  years,  it 
doesn't  happen  that  fast.  You've  got  so  many  different  agencies  that  have  to 
approve  infrastructure.  As  one  example,  it's  taken  us  two  years  to  open  one 
traffic  circle  after  it  was  physically  completed.  Be  very  careful  about  postponing 
starting  infrastructure.  Make  sure  that  you  understand  the  complications  of  any 
kind  of  infrastructure  project  in  San  Francisco.  You  talk  about  having  a  maximum 
price  construction  contract.  One  of  the  things  we  discovered  with  other  projects 
I've  been  involved  in  is  a  maximum  price  construction  contract  tends  to  result  in 
value  engineering.  Value  engineering  can  really  change  your  design.  Be  very 
careful  that  you  don't  end  up  with  something  you  really  don't  want  to  see 
because  of  these  maximum  value  contracts. 

Charmaine  Curtis  -  I'm  here  speaking  on  behalf  of  SPUR's  project  review 
committee,  of  which  I  am  a  co-chair.  The  committee's  mission  is  to  consider 
projects  that  are  of  city  wide  significance  and  to  evaluate  them  based  on  criteria 
that  are  primarily  based  on  urban  design,  but  other  factors  as  well.  It  is  the  first 
step  in  pursuing  an  endorsement  from  SPUR.  The  Giants  came  last  December 
and  presented  the  Mission  Rock  project  to  us.  We  sent  them  a  letter.  SPUR  staff 
sent  it  over,  and  I  hope  your  staff  has  it  and  has  transmitted  it  to  you.  By  and 
large,  our  comments  are  extremely  positive.  We  think  this  is  a  super  great 
project  and  that  the  Giants  have  developed  a  really  strong  vision  for  this  site. 
Between  that  vision  and  their  long  term  commitment,  not  just  to  the  site  but  to 
the  city  as  a  whole,  we  think  this  has  the  potential  to  be  a  world  class  project  and 
we're  really  excited  to  see  it  starting  to  take  shape.  In  our  letter,  we  also  offer 
what  we  hope  is  constructive  criticism  because  we  like  to  do  that,  we  hope  that 
the  Giants  will  take  those  comments  into  consideration  as  well  as  they  continue 
to  move  forward,  as  their  project  continues  to  take  shape,  all  in  all,  this  is  pretty 
exciting  and  that  there's  going  to  be  a  really  great  mixed  use  neighborhood,  a 
truly  mixed  use  neighborhood  on  this  big  16  acre  site  that's  now  a  pretty  gaping 
hole  in  the  fabric  of  Third  Street,  we  look  forward  to  seeing  it  as  it  continues  to 
evolve  and  as  it  works  its  way  through  the  city  entitlement  process.  We  wish 
them  luck  with  that.  We  also  look  forward  to  considering  a  full  endorsement  at 
the  appropriate  time. 

Steve  Cloherty  - 1  am  the  developer  of  membership  development  for  the  IBEW 
Local  6  in  San  Francisco.  We  represent  approximately  2600  electrical  workers  in 
San  Francisco.  I'm  here  to  voice  our  support  for  the  approval  of  the  term  sheet 
and  the  second  amendment  between  the  Port  and  the  Lot  337  Associates  LLC 
for  the  mixed  use  development.  Not  only  will  this  project  provide  and  secure  jobs 
to  construction  workers  in  San  Francisco,  but  it  will  also  provide  permanent  jobs 
for  many  people  of  all  professions  here  in  San  Francisco.  That's  why  I'm  here  to 
lend  our  support. 
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Anthony  Urbina  -  I'm  speaking  in  support  of  the  Mission  Rock.  I'm  a  business 
representative  for  the  sheet  metal  workers  union,  Local  104  and  the  sheet  metal 
building  trades.  We  design,  we  fabricate,  we  install,  we  service  heating,  cooling, 
and  ventilation  systems  as  well  as  various  types  of  architectural  sheet  metal  and 
metal  roofing.  We  have  600  plus  members  within  our  union  here  in  San 
Francisco,  which  half  qualify  as  local  hire  residents.  Our  unemployment  right 
now  is  around  17  percent.  We  do  support  this  project.  This  Mission  Rock  project 
will  put  many  of  our  members  to  work.  It  would  give  apprenticeship  opportunities 
for  San  Francisco's  youth,  which  would  give  them  a  chance  to  earn  area 
standard  wages  and  benefits  that  would  include  healthcare  and  pensions.  The 
Mission  Rock  project  will  be  an  asset  to  this  vibrant  and  growing  city. 

Tony  Tofani  - 1  represent  the  painters  and  allied  trades.  That's  painters,  tapers, 
glazers,  and  floor  coverers.  We  have  several  hundred  workers  here  in  the  San 
Francisco  area.  We  are  in  favor  of  the  Mission  Rock  project.  Our  workers  live 
here  and  they  also  spend  their  money  here.  A  project  like  this  would  be  a  great 
thing  for  our  members. 

Dale  Reihart  - 1  have  been  a  resident  of  South  Park.  A  homeowner  there  since 
2002,  my  wife  and  I.  The  Giants  have  been  really  good  neighbors.  There  are 
bumps  and  bruises  along  the  way,  but  every  time  those  have  come  up,  we've 
had  a  chance  to  talk  with  them  and  we've  had  a  good  outcome.  It's  a  good 
feeling  about  it,  and  I  can  say  that  for  both  myself  and  my  wife.  I  want  to  thank 
the  Giants  for  doing  due  diligence  for  as  many  years  as  they  have  and  for 
putting  time  and  effort  into  this  and  getting  public  comment  well  in  advance, 
unlike  some  more  recent  projects  who  haven't  paid  attention  to  that.  I  think  the 
Giants  are  to  be  commended  for  that.  Like  one  of  the  other  speakers,  I  do  have 
some  concerns  about  the  height  limits.  I  would  hate  to  see  that  that  get  in  the 
way  of  this  project.  Again,  reducing  some  of  those  height  limits  or  keeping  them 
at  bay  as  best  we  can  in  order  to  make  the  project  move  forward  I  think  is  a 
good  idea.  If  you're  going  to  run  into  all  the  dissidence  or  anti-height  issues,  than 
maybe  we  shouldn't  go  that  way  and  maybe  maximize  it  somewhere  else.  The 
other  thing  is  that  it's  built  on  land,  which  is  very  good.  The  part  that  is  built  on 
the  piers  is  at  the  right  height.  I  appreciate  that.  With  the  watercraft  access,  this 
is  the  place  to  have  it  given  all  the  kayaks  and  the  other  boats  that  are  in  the 
water  right  next  to  the  arena  there  or  to  the  stadium.  This  is  the  pace  to  have 
that.  I  like  the  parking  down  there  so  when  events  occur  there  is  parking  for  it 
rather  than  trying  to  park  everywhere  else.  As  far  as  the  shops  and  so  on  and  so 
forth,  I  would  ask  that  they  look  at  getting  some  of  those  going  earlier  than  later 
as  they  move  forward.  It's  a  ghost  land  in  that  Mission  Bay  development  area  at 
night.  There  is  nothing  open  to  the  public.  Nothing  to  attract  you  to  go  down 
there.  You  have  to  go  all  the  way  to  Dogpatch  before  you  find  the  first  open  sign 
for  a  restaurant  or  a  pub.  At  this  point,  but  I'm  very  much  in  favor  of  this  project. 
One  thing  I  didn't  mention.  If  they  could  move  up  the  park  area  to  get  things 
going  into  phase  one  somehow,  that  would  be  a  lot  of  goodwill  for  the 
community  to  have  that  extra  space  to  go  down  there.  Because  as  you  build  all 
that  housing  down  there,  there's  nowhere  to  go.  There's  a  little  strip  along  China 
Basin,  but  that  would  go  a  long  way  in  making  everybody  happy  and  making  that 
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site  feel  like  it's  off  to  a  great  start.  I  support  this  and  I  look  forward  to  it.  I'll  come 
back  for  further  comment  again. 

Vladimir  Vlad  -  I  work  as  an  architect  here  in  the  city.  I'm  a  San  Francisco  native 
and  serve  as  a  board  member  on  the  Hayes  Valley  Transportation  Planning 
Committee.  I  believe  good  development  can  help  improve  urban  landscape.  I've 
had  the  chance  to  look  at  the  Giants  proposal  for  Seawall  Lot  337.  Their  project 
does  just  that.  It  will  help  stitch  Mission  Bay  and  Mission  Rock  together  with  a 
well  thought  out  and  sensitive  mix  of  open  space,  residential,  and  office  as  well 
as  neighborhood  activating  ground  floor  retail.  I  do  believe  that  the  scale  and  the 
height  density  makes  sense  given  its  location  and  the  proximity  along  the  T-third 
line  and  Caltrain.  I  have  some  reservations  in  regards  to  the  amount  of  parking, 
but  I  do  hope  that  can  be  reduced  somewhat  to  help  further  San  Francisco 
transit  first  policy.  With  all  that  being  said,  this  is  a  strong  project.  The  Port 
should  help  them  make  this  happen. 

Kate  Sofis,  executive  director  of  SF  Made  -  We  represent  the  city's  close  to  500 
local  manufacturers.  We  are  here  to  express  strong  support  for  this  project.  The 
component  I  probably  want  to  highlight  most  is  that,  in  addition  to  all  the  other 
public  amenities  and  office  and  housing,  this  project  proposes  to  provide 
expansion  for  Anchor  Brewing,  which  is  our  largest  manufacturer.  Of  the  more 
than  1 2.5  percent  new  jobs  that  the  sector  created  city  wide  last  year,  Anchor 
created  more  of  those  jobs  than  any  other  manufacturer  in  the  city.  We  are 
especially  excited  and  just  want  to  encourage  this  project  to  move  forward 
because  there's  so  limited  space  of  this  scale  to  be  able  to  provide  expansion 
capacity  for  a  larger  manufacturer.  It's  very  important  to  us  and  we  very  much 
appreciate  your  attention  in  moving  the  project  forward.  We  also  recognize  there 
may  need  to  be  tradeoffs  in  balancing  things  like  height  limits  on  other  uses  on 
the  site  with  the  need  to  cross  subsidize  with  manufacturing,  so  we  appreciate 
that  that  is  taken  into  consideration  as  well. 

John  Dannerbeck,  President  of  Anchor  Brewing  Company  -  Thank  you  for  the 
opportunity  to  speak  for  a  moment  to  the  project.  We  began  a  dialogue  with  the 
Giants  about  four  years  ago  when  they  shared  their  ideas  to  revision  Mission 
Rock.  We  were  very  impressed  with  the  balanced  and  responsible  vision  that 
they  created  and  eagerly  committed  to  being  a  part  of  their  bid  to  the  city  and  to 
the  Port.  We  consider  ourselves  to  be  exemplary  corporate  citizens  and  eagerly 
give  back  to  the  city  that  we've  called  home  for  1 1 7  years.  In  private  we  would 
begrudgingly  admit  that  the  San  Francisco  Giants  may  be  as  good  if  not  a  little 
bit  better  than  we.  As  high  profile  and  well-known  companies  such  as  ours,  we 
tend  to  be  owned  in  the  hearts  of  the  citizens  of  our  cities.  We  see  our  roles  as 
managers  to  make  our  company  stronger  and  healthier  before  we  pass  them  on 
to  the  next  stewards  will  who  guide  them  in  the  future  and  create  their  own 
history.  We  believe  our  commitment  to  our  future  at  Pier  48  and  partnership  with 
the  San  Francisco  Giants  and  the  Port  of  San  Francisco  is  going  to  provide  a 
giant  leap  forward  for  us  before  we  pass  it  on,  our  company,  in  a  much  better, 
stronger,  healthier  role.  If  we  weren't  confident  that  our  friends,  neighbors,  and 
partners  of  San  Francisco  Giants  were  leading  the  Mission  Rock  development, 
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we  would  have  been  reluctant  to  commit  to  it.  We  are  delighted  to  partner  with 
them  and  with  you.  We  give  our  whole  hearted  and  full  endorsement  to  them 
and  hope  that  you  will  do  so. 

Dee  Dee  Workman,  the  director  of  public  policy  for  the  San  Francisco  Chamber 
of  Commerce  -  The  Chamber  of  Commerce  represents  over  1500  businesses  in 
San  Francisco.  We  very  much  support  the  Mission  Rock  project  at  Seawall  337 
and  Pier  48.  This  mixed  use  development  will  connect  Mission  Bay  with  the 
eastern  waterfront  and  with  downtown.  It  will  activate  a  vast,  concrete, 
underutilized  zone  along  the  waterfront.  It  will  create  economic  stimulus  not  just 
in  this  neighborhood,  but  across  the  city.  It  will  create  more  than  20,000  new 
jobs.  It  will  raise  hundreds  of  millions  of  dollars  in  new  tax  revenue.  The  Giants 
have  a  great  track  record.  They've  demonstrated  that  they  understand  what's 
important  and  how  to  build  along  our  waterfront  in  the  right  way.  The  Chamber 
supports  this  development,  and  we  urge  you  to  approve  the  term  sheet. 

Francisco  Da  Costa  -  Some  six  or  seven  months  before  I  went  on  a  tour  to 
Europe,  I  was  surfing  the  internet  and  came  across  a  similar  project.  I  don't 
know  if  it's  the  same  project.  Might  be.  So  anyway,  I  invited  Phil  to  come  to  my 
office  and  brought  some  developers  that  I  work  with  and  invited  Espanola 
Jackson  and  a  few  others  to  have  a  dialogue.  What  you  see  here  is  the  number 
of  constituents,  people  that  are  in  the  construction  business  all  say  some  very 
positive  thing  about  this  project.  The  reason  is  very  simple.  When  you  reach  out 
to  the  constituents,  when  you  reach  out  to  those  that  participate  in  deliberations, 
most  things  fall  in  place.  Having  said  that,  I  would  like  the  developers  to  focus  on 
demographics.  I  would  like  them  to  focus  on  our  seniors.  I've  visited  some 
countries  in  Europe,  and  I'm  very  much  impressed  how  they  take  care  of  their 
seniors.  I  haven't  heard  too  many  people  speak  about  our  seniors,  but  I  think  the 
time  has  come  for  us  here  in  America  to  focus  on  our  seniors  and  give  them  an 
opportunity  to  not  only  enjoy  their  last  years  in  a  development  like  this  but  also  to 
give  our  city  a  good  name.  Too  many  seniors,  too  many  families  are  leaving  the 
city.  I  wholeheartedly  approve  of  this  project.  I'm  going  to  work  behind  the 
scenes  to  help  the  developer.  I'm  going  to  work  behind  the  scenes  to  bring  this 
information  to  our  seniors  and  our  youth. 

Jack  Bair  -  With  your  consent  today,  we  will  achieve  an  important  and 
meaningful  milestone.  The  Mission  Rock  plan  generates  more  than  $4  billion  for 
the  Port  and  the  city  over  the  life  of  the  project.  It  creates  more  than  1 1 ,000 
permanent  jobs  and  10,000  construction  jobs.  It  is  the  product  of  thoughtful 
planning  and  collaboration  with  the  community.  As  with  the  ballpark 
development,  we  have  established  a  great  working  relationship  with  the  Port 
staff,  the  mayor  staff,  and  the  greater  city  family.  Nothing  of  this  magnitude  can 
be  achieved  without  the  contributions  of  many,  many  people.  It  truly  does  take  a 
village.  I'd  like  to  express  my  appreciation  to  some  of  these  folks. 

From  the  mayor's  office,  the  mayor  himself,  Jennifer  Matz,  and  most  importantly 
on  our  project  team  Mike  Martin  and  Emily  Lesk.  For  the  Port  staff  from  Monique 
Moyer  on  down  and  specifically  the  project  team,  many  of  whom  you've  heard 

M03122013  -33- 


from  today  who  devoted  nights  and  weekends  to  this  project.  Brad  Benson,  Phil 
Williamson,  Jonathan  Stern,  and  Joanne  Sakai.  Sometimes  the  lawyers  are 
forgotten,  but  they  do  a  lot  of  work. 

Finally  I'd  like  to  thank  all  of  our  friends  in  the  community  that  turned  out  today  to 
support  the  project,  key  members  of  our  project  team.  Karen  Alschuler,  our 
principal  architect  and  designer  is  here  today.  Perry  O'Brien,  John  Dannerbeck, 
our  partner  at  Anchor.  I'd  like  to  also  thank  my  colleagues  at  the  Giants  that 
have  worked  for  a  very  long  time  to  arrive  at  today,  Jon  Knorpp  and  Fran  Weld. 

Finally,  I'd  like  to  thank  you,  the  Port  Commissioners.  Commissioner  Woo  Ho, 
Brandon,  and  Katz,  you  spent  a  lot  of  time  pouring  over  this  deal  and  this  project 
and  gave  your  ideas  and  shared  your  concerns.  I  think  we're  all  better  for  it. 
We're  very,  very  thankful  for  the  faith  that  you've  shown  in  us.  We're  very  excited 
about  taking  this  journey  together  and  accomplishing  great  things  together. 

Commissioner  Katz  - 1  will  echo  the  thanks  that  Jack  just  gave  out  to  everyone 
who's  worked  so  hard  to  bring  this  forward.  It's  been  quite  an  iteration  over  many 
years,  but  I  agree  with  Mr.  Bair  that  we're  all  better  for  it,  that  everyone  has  had 
a  hand  in  making  suggestions.  I'm  sure  we'll  have  a  number  of  significant 
changes  coming  as  we  move  forward  as  well.  I  want  to  thank  everyone, 
particularly  our  Port  staff  because  I  know  how  hard  everyone  has  worked  and 
Jennifer  Matz  and  the  office  of  economic  and  workforce  development.  Mike 
Martin,  I  know  you  just  put  in  countless  hours  on  this. 

I'm  excited  to  see  this  area  to  expand.  As  we  sort  of  ended  up  with  the  park  here 
and  Corrine  absolutely  excited  about  having  the  park  open  and  expanded.  One 
thing  I  do  want  to  note  with  the  park  that  there  is  an  existing  park  there,  and  I'm 
actually  pleased  to  see  it's  almost  tripling  in  size  as  a  result  of  this  project.  I'm 
looking  forward  to  seeing  a  very  vibrant  and  interactive  park  space  there.  I  will 
say  one  more  time  I'd  certainly  appreciate  a  dog  run  if  possible.  This  is  an  area 
of  the  city,  many  of  us  have  been  involved  in  seeing  the  changes  with  Mission 
Bay  and  other  aspects  over  almost  a  decade.  What  this  project  offers  is  some 
diversity  of  businesses  and  activities  in  the  area.  As  one  of  the  members  of  the 
public  stated,  it  would  be  nice  to  have  more  restaurants  and  stores  and  other 
things  and  nighttime  activity  going  on  in  the  space  as  well.  I'm  just  excited  to  see 
this  moving  forward.  I  know  we'll  have  a  lot  of  further  discussions  as  we  draft 
agreements  on  the  specific  sites,  but  I  look  forward  to  seeing  the  project  in  its 
final  forms. 

Commissioner  Brandon  - 1  want  to  thank  Jack  for  thanking  everyone  who  has 
been  involved  in  this  project  because  it  has  been  a  great  team  effort.  I  just  love 
this  first  slide.  Every  time  I  see  it  with  the  Port,  the  city,  and  Mission  Rock,  I  just 
smile  because  I  think  it's  such  a  great  team.  You  guys  have  just  done  such  a 
wonderful  job  at  bringing  this  all  together  as  it's  gone  through  so  much  and 
probably  will  continue  to  go  through  a  few  more  things  over  the  entitlement 
process  and  the  build  out.  I  have  one  question  regarding  the  expansion  of  the 
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sites.  Wondering  what  that  entails  and  are  there  any  costs  associated  with  the 
expansion  and  where  it  is? 

Phil  Williamson  -  The  expansions  are  best  shown  probably  on  this  slide.  The  first 
one  we  mentioned  was  parcel  P20,  which  is  a  holdover  redevelopment  parcel. 
Before  this  site  was  envisioned  for  development,  there  was  a  sliver  of  Mission 
Bay  open  space  dedicated  on  this  stretch  of  Mission  Rock  Street.  It's  a  20  foot 
wide,  25  foot  wide  strip  along  that  full  block  of  Mission  Rock  Street.  As  this 
project  came  to  fruition,  as  the  design  evolved,  it  didn't  make  sense  anymore 
from  our  perspective  to  retain  that  buffer  between  what  was  once  an  industrial 
site,  if  you  will,  Seawall  337  and  Mission  Bay.  So  we  are  working  to  expand  the 
site  to  include  that  sliver  of  land.  We  think  that  makes  the  site  better.  It  opens  up 
this  Bridgeview  Street,  which  would  otherwise  be  a  park,  so  it  creates  that  kind 
of  new  access  point  to  the  site.  It  also  allows  traffic  to  exit  quickly  from  the 
garage  after  events  in  the  area. 

The  other  parcel  that  is  proposed  to  be  added  is  what  we're  calling  Channel 
Closet.  It's  really  Pier  481/2  Marginal  Wharf,  in  Port  speak.  It's  currently  utilized 
for  maritime  purposes.  There  are  vessels  tied  up  here,  mainly  barges.  West  Star 
Marine  has  material  stored  there  as  well.  There's  a  short  term  moving  company 
there  as  well.  We  think  there's  an  improvement  that  can  be  made  to  the 
hardscape  to  make  it  still  a  functional  maritime  facility,  but  also  to  add  some 
public  benefit.  Those  costs  are  baked  into  our  pro  forma  today.  It  wouldn't  be  an 
additional  cost  adding  them.  We've  already  been  planning  those  costs  as  part  of 
our  analysis. 

Commissioner  Brandon  -  Thank  you  for  that.  The  Giants  have  just  been  such 
great  neighbors  and  just  a  great  tenant.  They're  just  wonderful  to  work  with. 
They've  done  a  great  job  in  their  community  outreach  work  with  labor,  with 
various  community  groups,  and  also  with  hiring  from  the  local  communities. 
They've  just  done  an  excellent  job  at  that.  This  project  can  be  a  model  for  the 
rest  of  the  projects  that  are  coming  to  us  at  this  level  because  this,  besides  the 
AT&T  Park,  is  one  of  the  largest  development  deals  that  we've  done.  I  really 
think  this  can  be  a  model  in  our  LBE,  our  local  and  disadvantaged  hiring 
programs  to  make  sure  that  everyone  is  included  in  these  projects.  I  know  that 
this  project,  once  we  vote  on  it  today,  will  not  come  back  to  us  for  two  to  three 
years.  I'm  just  hoping  that  we  can  get  some  type  of  quarterly  or  biannual 
updates  on  what's  going  on  with  the  transportation  plan,  the  job  and  economic 
development  plan  or  equal  opportunity  plan  and  the  sustainability  plan  just  so 
that  two  to  three  years  later  this  one  big  thing  doesn't  come  at  us,  that  we  can  be 
updated  during  the  process.  I  look  forward  working  with  you  guys  to  create  a 
model  and  to  establish  guidelines  for  moving  forward  with  complex  projects  like 
this.  I'm  looking  forward  to  working  with  the  Giants  because  they've  just  been 
such  great  corporate  partners  and  great  tenants. 

Commissioner  Woo  Ho  - 1  won't  go  through  all  the  thank  yous,  but  I  would  echo 
them.  I  do  have  one  small  question,  and  I  would  like  to  make  a  couple  of 
comments.  I  appreciate  that  based  on  the  comments  of  last  week  you  have 
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given  us  some  answers  or  possible  solutions  to  the  open  space  phasing.  Today 
what  I  heard  is  maybe  we'd  be  looking  at  GO  bonds  or  another  park  bond  issue. 

I  guess  the  open  space  is  tied  to  getting  the  financing  in  place.  What  would  be 
the  anticipated  timeline  to  go  through  another  park  bond  issue  since  we  just  did 
one  last  year?  I'm  very  familiar  with  it  since  I  co-chaired  the  campaign.  I  wanted 
to  know  what  the  timing  would  be  before  we  would  go  back  out  and  get  funding 
in  place  for  the  open  space? 

Brad  Benson,  special  projects  manager  -  The  city  through  its  capital  planning 
committee  maintains  a  schedule  of  planned  general  obligation  bond  issuances 
to  go  before  our  voters  to  fulfill  the  capital  needs  of  a  variety  of  departments,  the 
public  safety  department.  The  most  recent  new  proposed  general  obligation 
bond  is  for  Muni's  transit  effectiveness  project  that  just  got  announced  recently.  I 
think  that  was  a  $150  million  proposal  that  came  about  because  of  Muni's  lack  of 
capital  funding  and  the  availability  of  additional  bonding  capacity.  The  city 
always  tries  to  issue  new  general  obligation  bonds  as  old  general  obligation 
bonds  are  being  paid  off  so  that  the  tax  rate  stays  the  same  for  property  owners. 

Right  now,  we  don't  see  the  capacity  for  a  general  obligation  bond  for  parks.  As 
the  economy  improves  and  there  are  new  sales  and  assessed  values  grow, 
there  may  be  capacity.  I,  Elaine  Forbes,  and  other  Port  staff  will  be  consulting 
with  the  capital  planning  committee  to  identify  a  timeline.  Ideally  to  get  in  phase 
one  of  the  project,  it  would  be  in  that  2015,  2016  timeframe,  but  we  don't  have  a 
window  now  for  a  general  obligation  bond  for  waterfront  parks. 

Commissioner  Woo  Ho  - 1  realized  probably  that  was  the  answer,  but  I  think  it's 
important  since  the  question  was  raised  that  we  all  have  the  right  expectations  in 
terms  of  understanding  of  what  the  timelines  can  practically  be  as  much  as  we 
all  want  the  open  space.  I  think  this  is  a  great  project  and  I  want  to  echo 
everybody's  worked  so  well  together  in  terms  of  the  mayor's  office  and  the  Port 
staff  and  the  Giants,  etc.  This  is  a  very  ambitious  project  and  we  have  placed  a 
lot  of  good  faith  in  the  execution.  The  work  is  going  to  begin  and  the  execution  is 
so  critical.  We've  looked  at  this  in  many  ways.  I  just  want  to  say  for  the  Port's 
point  of  view,  if  everything  works  out  ideally  as  Phil  has  presented,  then  this  is  a 
great  project  and  will  be  of  great  benefit  not  just  to  the  Port  but  to  the  city  as  well 
as  to  the  Giants. 

If  we  should  incur  delays  or  other  issues  in  financing,  there  are  risks  that  we  are 
going  to  incur,  and  I'm  not  suggesting  that  we  are  going  to,  but  I  think  we  have  to 
go  on  record  to  recognize  that  there  are  many  challenges  ahead  in  terms  of 
making  this  project  become  a  success.  We  must  be  very  conscious  and 
deliberate  and  work  extremely  hard  to  overcome  what  I  think  there  will  be  a  few 
bumps  along  the  road.  We  hope  that  the  results  will  be  ideally  what  we  say  in 
terms  of  timeline,  investments,  returns,  etc.,  but  be  mindful  of  the  fact  that  there 
is  also  risk  not  just  for  the  developer,  which  we've  heard  a  lot  about,  but  there's  a 
lot  of  risk  for  the  Port  involved.  We're  going  in  this  with  our  eyes  wide  open,  but 
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hope  that  we  won't  be  coming  back  to  mention  the  risks  that  we  didn't  really 
understand  at  the  beginning. 

Commissioner  Katz  -  Just  two  other  points  that  I  had.  One,  again,  just  that 
constant  and  continued  work  with  the  community  is  so  important  on  a  project  of 
this  size  and  I  appreciate  all  that's  been  done  on  that.  Also  too,  I  think  as 
Commissioner  Brandon  pointed  out,  with  the  local  hiring  and  other  aspects,  it 
serves  as  a  model.  I  also  appreciate  that  this  is  a  model  for  other  development 
projects  we  may  be  doing  in  terms  of  how  the  Port  will  be  sharing  in  some  of  the 
upside  with  the  developer.  That's  something  that  we  really  need  to  look  towards, 
as  was  noted  earlier,  that  the  Port  certainly  needs  an  income  stream.  This 
presents  a  great  opportunity  for  us  to  share  in  the  upside  of  the  entities  that  are 
on  the  Port  property.  I'm  looking  forward  to  seeing  how  that  will  play  out  and  how 
that  can  be  utilized  in  other  areas  as  well. 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Brandon 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-10  was  adopted. 

D.    Request  authorization  to  amend  the  Exclusive  Negotiation  Agreement  with  Orton 
Development,  Inc.  for  the  lease  and  rehabilitation  of  the  20th  Street  Historic 
Buildings  on  or  near  20th  and  Illinois  Streets  at  Pier  70.  (Resolution  No.  13-11) 

Kathleen  Diohep,  Planning  and  Development  group  - 1  am  here  today  to  ask  for 
an  amendment  to  the  terms  of  the  exclusive  negotiating  agreement  that  the  Port 
has  with  the  Orton  Development  Group  for  the  20th  Street  historic  buildings  at 
Pier  70.  We're  at  a  fairly  technical  request  tonight.  In  February  2012,  the  Port 
Commission  selected  the  Orton  team.  In  April  2012,  you  directed  us  to  go  into 
an  ENA.  At  that  time  we  thought  that  we  could  really  hustle  and  get  all  the  way 
through  term  sheet  and  board  approvals  and  be  done  in  nine  months.  What  we 
did  get  done  is  in  October  you  endorsed  the  term  sheet  with  the  Orton  team  to 
rehabilitate  the  six  buildings.  Almost  a  quarter  million  square  feet  of  historic 
rehab.  $60  million  project  and  a  really  exciting  structure  that  the  Port  will  share  in 
the  proceeds  and  be  able  to  incentivize  the  private  development  in  that  way. 

We  also  got  it  approved  at  the  Board  of  Supervisors  on  December  4,  201 2.  The 
board  authorized  us  to  move  forward  with  the  CEQA  analysis.  We  need  more 
time.  That's  why  we're  here  tonight.  We're  also  here  to  request  a  change  in  how 
we  recover  the  transactions  costs.  The  additional  time  would  take  us  from  a  9 
month  to  a  1 5  month  exclusive  negotiating  period  to  get  past  the  term  sheet 
negotiated  and  through  approval.  By  the  end  of  2013,  we  could  be  approved  and 
moving  on  toward  construction.  We  hope  to  beat  that  schedule.  We  wanted  to 
give  ourselves  the  time  to  make  that  schedule. 

The  way  our  exclusive  negotiating  agreements  are  structured  is  the  developer 
pays  us  a  negotiating  fee,  which  Orton  has  paid  $75,000.  Then  pays  our  costs 
along  the  way,  which  to  date  they've  paid  $80,000  of  Port  costs. 
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We  realized  with  the  structure  of  the  deal  as  we've  set  up  where  it's  a 
participating  investment  where  the  Port  will  end  up  paying  on  the  margin  the 
equity  investment  Orton  will  accrue  will  return  at  14  percent  a  year,  that  it  made 
more  sense  for  us  to  defer  our  return  on  the  Port  staff  and  the  other  transaction 
cost  investments.  So  the  modification  is  that  we  would  still  track  and  count  all  my 
time,  the  attorney's  time,  the  engineer's  time,  but  that  the  Port  would  get  repaid 
from  the  project  revenues  when  those  flowed. 

Those  are  the  two  changes  to  the  exclusive  negotiating  agreement  we're  here  to 
ask  for  tonight.  I'm  asking  for  approval  to  make  those  and  execute  that 
agreement. 

Corrine  Woods,  CWAG  - 1  support  the  extension.  We  all  wish  it  were  going  to  go 
sooner.  I  support  the  deferral  of  the  fees  and  hope  you  will  approve  them. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-1 1  was  adopted 

11.  NEW  BUSINESS 

12.  PUBLIC  COMMENT 

Francisco  De  Costa  -  When  I  was  here  the  last  time,  we  were  talking  a  little  bit  about 
how  the  Port  would  accommodate  the  history  of  San  Francisco  along  the 
Embarcadero.  I  thought  somebody  would  contact  me  on  some  of  the  issues  that  I 
raised.  For  example,  when  the  director  came  to  me  with  some  information  on  the 
exhibits,  she  really  thought  the  Ohlone  were  here  for  5,000  years  when  indeed  they 
were  here  for  more  than  1 0,000  years.  I  say  that  because  we  need  to  give  the  real 
sense  of  this  history  as  the  tourists  and  others  walk  along  the  Embarcadero.  It  is  the 
same  with  African  American.  For  example,  very  few  people  know  that  Michael  Haley 
from  the  Coast  Guard  was  considered  black  and  that  he  had  a  pretty  high  position. 
Then  I  mention  about  the  buffalo  soldiers.  I  want  the  Port  to  give  a  real  context  to 
what  really  happened  in  San  Francisco  including  the  Chinese  fishermen  who  were  at 
Hunters  Point  way  back  in  1 850  and  later  on  the  other  blacks  that  came.  I  say  this 
because  just  like  the  chair  said,  that  when  we  deal  with  these  projects,  we  have  to 
work  very  hard.  It's  very  important  that  when  we  put  out  some  information  out  there 
that  we  do  our  homework.  We  don't  take  it  lightly.  The  history  of  San  Francisco,  this  is 
a  real  area  where  we  can  reveal  to  the  tourists  and  to  San  Franciscans  the  real 
history  of  San  Francisco  and  to  do  the  research.  We  do  have  the  National  Parks 
Service.  We  do  have  a  museum  on  Third  and  Mission  that  has  all  the  photographs. 
It's  not  that  we  have  to  go  hunting  for  the  information.  That's  the  reason  why  I  really 
came  here  today.  I  would  like  to  meet  with  somebody  from  the  Port  because  I  work 
for  the  National  Parks  Service.  I  understand  a  lot  of  these  factors.  I  would  like  to  work 
with  a  small  team  on  the  things  that  I  brought  forth  at  some  meeting  which  nobody 
contacted  me.  Somebody  should  contact  me. 
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13.  ADJOURNMENT 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  the  open  session 
meeting  and  reconvene  in  closed  session;  Commissioner  Katz  seconded  the  motion. 
All  of  the  Commissioners  were  in  favor. 

At  5:50  p.m.,  Port  Commission  President  Woo  Ho  adjourned  the  open  session 
meeting  and  the  Commission  reconvened  in  closed  session. 

At  6:50  p.m.,  the  Commission  reconvened  in  open  session. 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  the  closed  session  and 
reconvene  in  open  session;  Commissioner  Katz  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

ACTION:  Commissioner  Brandon  moved  approval  to  not  disclose  any  information 
discussed  in  closed  session;  Commissioner  Katz  seconded  the  motion. 

Port  Commission  President  Woo  Ho  adjourned  the  meeting  at  6:52  p.m. 
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Doreen  Woo  Ho,  President 
Kimberly  Brandon,  Vice  President 
Willie  Adams,  Commissioner 
Leslie  Katz,  Commissioner 

Monique  Moyer,  Executive  Director  Amy  Quesada,  Commission  Secretary 

Phone:  41 5-274-0400;  Fax  41 5-274-041 2       Phone:  41 5-274-0406;  Fax  41 5-274-041 2 

AGENDA 
TUESDAY,  MARCH  26,  2013 
2:00  P.M.  CLOSED  SESSION 
3:15  P.M.  OPEN  SESSION 

PORT  COMMISSION  HEARING  ROOM,  SECOND  FLOOR 
FERRY  BUILDING,  SAN  FRANCISCO  CA  94111 

PLEASE  NOTE  THE  DATE  &  TIME  OF  THE  MEETING 

The  Port  Commission  Agenda  as  well  as  Staff  Reports/Explanatory  Documents  available  to  the 
public  and  provided  to  the  Port  Commission  are  posted  on  the  Port's  Website  at  www.sfDort.com. 
The  agenda  packet  is  also  available  at  the  Pier  1  Reception  Desk.  If  any  materials  related  to  an 
item  on  this  agenda  have  been  distributed  to  the  Port  Commission  after  distribution  of  the  agenda 
packet,  those  materials  are  available  for  public  inspection  at  the  Port  Commission  Secretary's 
Office  located  at  Pier  1  durina  normal  office  hours. 

1 .  CALL  TO  ORDER  /  ROLL  CALL  _ 

2.  APPROVAL  OF  MINUTES  -  March  12,  2013  UU^MBNTS  DEPT 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION  MAR  2  %  20/3 

4.  EXECUTIVE  SESSION  ®AN  F^NClRm 
A.  Vote  on  whether  to  hold  closed  session.  1 


(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-Citv/Port 
representative: 

a.     Property:  AB  4052;  411 1 ,  lots  3  and  4;  also  known  as  Pier  70 

Waterfront  Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 


B.    Vote  in  open  session  on  whether  to  disclose  any  or  all  executive  session 

discussions  pursuant  to  Government  Code  Section  54957.1  and  San  Francisco 
Administrative  Code  Section  67.12. 

6.  PLEDGE  OF  ALLEGIANCE 

7.  ANNOUNCEMENTS 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person(s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.    Executive  Director's  Report 

•  March  1 5,  201 3  - 1 0th  Anniversary  of  the  Ferry  Building  Rehabilitation 

•  Coqueta,  Michael  Chiarello's  new  restaurant  at  Pier  5 

•  Exploratorium  named  Best  Real  Estate  Renovation  Project  by  the  San 
Francisco  Business  Times 

•  April  17,  2013  -  Exploratorium  Grand  Opening  at  Pier  15 

•  March  12-19,  2013  -  Report  on  Breakbulk  China  Conference  and  marketing 
trips  to  China 

9.  CONSENT 

A.    Request  authorization  to  execute  a  modification  to  Contract  No.  2744R, 

Roundhouse  2  Heating,  Ventilation  and  Air  Conditioning  Central  Plant  Upgrade 
Project,  to  extend  the  contract  duration  by  an  additional  184  days  to  complete 
additional  project  work  scope  specified  by  the  Port.  (Resolution  No.  13-12) 

10.  MARITIME 

A.    Request  approval  of  Second  Amendment  to  Lease  No.  L-1 4282  with  the  San 
Francisco  Bar  Pilots  Benevolent  and  Protective  Association  amending  the  rental 
schedule  throughout  the  term  of  the  lease  for  space  located  at  Pier  9  on  The 
Embarcadero  at  the  foot  of  Vallejo  Street.  (Resolution  No.  13-13) 
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FORWARD  CALENDAR 
(TARGETED  COMMISSION  MEETING,  SUBJECT  TO  CHANGE) 


APRIL  9,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Ferry  Plaza 

Informational 

Present  conceptual  proposal  for  activating  the 
Ferry  Plaza 

2 

Pier  96 

Informational 

1  1    I  1  \mS  1     I    1    1  \*A  LI  W  1    I  W-i  ■ 

Present  the  commercial  maritime  activities  of 

1       1   W  W  *— '  1  1  I    11   1  W     WW  1  1  ■  1  1  1  W  1  W  1  <w-4  1     III  Wi  1   1  11 1  1  1  n— '           W  LI  V  1  LI  W '  ' — »     W  1 

San  Francisco  Bay  Rail  located  at  100  Cargo 
Way  @  Pier  96  Railyard 

3 

Pier  70  Waterfront 
Site  (Forest  City) 

Informational 

II  MUI  1  1  IUUU 1  IUI 

Prpepnt  Forp^t  Citv'<?  tprm  9hppt  for  thp  Pipr  70 
Waterfront  Site 

4 

Pier  9 

Action 

Approval  of  Lease  No.  L-14935  with  Hornblower 
Yachts,  Inc.,  a  California  corporation,  for  a  five- 
year  lease  with  one  five-year  extension,  for 
premises  located  at  Pier  9  South,  on  The 
Embarcadero  at  the  foot  of  Vallejo  Street 

5 

Portwide 

Action 

Approval  of  bond  and  supplemental 
appropriation  for  the  first  issuance  of  2012 
Clean  and  Safe  Neighborhood  Parks  Bond 

APRIL  23,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Action 

Authorization  to  advertise  a  Request  for 
Qualifications  (RFQ)  soliciting  As-Needed 
Environmental  and  related  Professional 
Services  for  three  contracts  at  $1  million  each, 
totaling  $3  million 

2 

Fisherman's  Wharf 

Action 

Approval  of  a  resolution  replacing  Port 
Commission  Resolution  95-56  to  approve  street 
artists  spaces  for  the  Fisherman's  Wharf  area 
under  the  City's  Street  Artist  Program  and 
adopting  conditions  and  limitations  on  such  use 

3 

Fisherman's  Wharf 

Action 

Approval  of  an  amendment  to  the  Street 
Performer  Program  for  the  Fisherman's  Wharf 
area 

4 

Pier  70  Waterfront 
Site  (Forest  City) 

Action 

Approval  of  Forest  City's  term  sheet  for  the  Pier 
70  Waterfront  Site 

MAY  28,  2013 

FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Informational 

Informational  Presentation  Regarding  the  Fiscal 
Year  2013-14  Monthly  Rental  Rate  Schedule, 
Monthly  Parking  Stall  Rates,  and  Special  Event 
and  Filming  Rates 
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of  Understanding  with  the  City  and  County  of 
San  Francisco  acting  through  the  Controller's 
Office  to  implement  the  District 

5 

Pier  70 

Action 

Approval  of  Federal  Cost  Sharing  Agreement 
between  the  Port  of  San  Francisco  and  the  U.S. 
Army  Corps  of  Engineers  for  study  of  the 
Central  Basin  Dredge  Project 

COMMUNICATIONS  TO  THE  PORT  COMMISSION 
MARCH  8-21,2013 

•     From  Dennis  MacKenzie,  regarding  Golden  State  Warriors/Multi-Purpose  Events  & 
Basketball  Arena 
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ACCESSIBLE  MEETING  INFORMATION  POLICY 


FERRY  BUILDING: 

The  Port  Commission  Hearing  Room  is  located  on  the  second  floor  of  the  Ferry  Building.  The  main  public 
entrance  is  from  the  west  (Embarcadero)  side  and  is  served  by  a  bank  of  elevators  adjacent  to  the  historic 
staircase.  Accessible  public  restrooms  are  on  the  first  floor  at  the  northeast  end  of  the  building  as  well  as  on 
the  second  floor  across  the  lobby  from  the  Port  Commission  Hearing  Room.  The  main  path  of  travel  to  the 
Port  Commission  Hearing  Room  is  equipped  with  remote  infrared  signage  (Talking  Signs).  The  Port 
Commission  Hearing  Room  is  wheelchair  accessible.  Accessible  seating  for  persons  with  disabilities 
(including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART  and  MUNI  Metro  station  is 
Embarcadero  located  at  Market  &  Spear  Streets.  Accessible  MUNI  lines  serving  the  Ferry  Building  area  are 
the  F-Line,  9,  31 ,  32  and  71 .  For  more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  The 
nearest  accessible  parking  is  provided  in  the  following  off-street  pay  lots:  3  spaces  in  the  surface  lot  on  the 
west  side  of  the  Embarcadero  at  Washington  Street. 

Hourly  and  valet  parking  is  available  in  the  Pier  3  lot.  This  lot  is  accessed  through  the  Pier  3  bulkhead 
building  entrance  on  the  east  side  of  the  Embarcadero.  This  lot  is  located  on  the  pier  deck;  adjacent  to  the 
ferry  boat  Santa  Rosa.  Additional  covered  accessible  off-street  pay  parking  is  available  in  the  Golden 
Gateway  Garage,  which  is  bounded  by  Washington,  Clay,  Drumm  and  Battery  Streets.  Entrance  is  on  Clay 
St.  between  Battery  and  Front  Streets.  There  is  no  high-top  van  parking.  Metered  street  parking  is  available 
on  the  Embarcadero,  Washington,  Folsom  &  Drumm  Streets. 

In  order  to  assist  the  City's  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness, 
multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these 
individuals. 

A  sign  language  interpreter  and  alternative  format  copies  of  meeting  agendas  and  other  materials  can  be 
provided  upon  request  made  at  least  72  hours  in  advance  of  any  scheduled  meeting.  Contact  Wendy 
Proctor,  Port's  ADA  Coordinator,  at  274-0592,  the  Port's  TTY  number  is  (415)  274-0587. 

Know  Your  Rights  Under  the  Sunshine  Ordinance: 

Government's  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions, 
boards,  councils  and  other  agencies  of  the  City  and  County  exist  to  conduct  the  people's  business.  This 
ordinance  assures  that  deliberations  are  conducted  before  the  people  and  that  City  operations  are  open  to 
the  people's  review.  For  more  information  on  your  rights  under  the  Sunshine  Ordinance  (Sections  67.1  et 
seq.  of  the  San  Francisco  Administrative  Code)  or  to  report  a  violation  of  the  ordinance,  contact  Chris 
Rustom  by  mail:  Sunshine  Ordinance  Task  Force,  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244,  San  Francisco 
CA  94102-4689;  by  phone  at  (415)  554-7724;  by  fax  at  (415)  554-7854  or  by  email  at  sorf@sfgov.org. 
Citizens  interested  in  obtaining  a  free  copy  of  the  Sunshine  Ordinance  can  request  a  copy  from  Mr.  Rustom 
or  by  printing  Sections  67.1  et  seq.  of  the  San  Francisco  Administrative  Code  on  the  Internet,  at 
http://www.sfgov.org/sunshine. 

NOTICES 

Prohibition  of  Ringing  of  Sound  Producing  Devices: 

The  ringing  of  and  use  of  cell  phones,  pagers,  and  similar  sound-producing  electronic  devices  are  prohibited 
at  this  meeting.  Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  or  use  of  a  cell  phone,  pager,  or  other  similar  sound-producing 
electronic  device. 

Lobbyist  Registration  and  Reporting  Requirements: 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be 
required  by  the  San  Francisco  Lobbyist  Ordinance  (SF  Campaign  &  Government  Conduct  Code  Sections 
§2.100  -  2.160)  to  register  and  report  lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance, 
please  contact  the  San  Francisco  Ethics  Commission  at  30  Van  Ness,  Suite  3900,  San  Francisco,  CA 
94102,  phone  (415)  581-2300  or  fax  (415)  581-2317;  web  site:  www.sfgov.org/ethics. 
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"PORT-— 

SAN  FRANCISCO 


MEMORANDUM 

March  21,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

FROM:  Monique  Moyer 

Executive  Direc 

SUBJECT:       Request  authorization  to  execute  a  modification  to  Contract  No.  2744R, 
Roundhouse  2  Heating,  Ventilation  and  Air  Conditioning  Central  Plant 
Upgrade  Project,  to  extend  the  contract  duration  by  an  additional  184 
days  to  complete  additional  project  work  scope  specified  by  the  Port 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


Introduction 

Port  staff  requests  that  the  Port  Commission  authorize  a  contract  modification  to  the 
Roundhouse  2  Heating,  Ventilation  and  Air  Conditioning  (HVAC)  Central  Plant  Upgrade 
Project  ("Project"),  Contract  No.  2744R,  to  retroactively  extend  the  current  contract 
duration  of  21 7  days  by  an  additional  1 84  days,  to  complete  additional  project  work  scope 
specified  by  the  Port.  Section  6.22(H)  of  the  City  Administrative  Code  requires  Port 
Commission  approval  for  this  proposed  contract  modification  because  the  required  time 
extension  will  increase  the  original  contract  duration  by  more  than  10  percent. 

Background 

The  Port  Commission,  at  its  meeting  on  September  13,  201 1 ,  authorized  award  of 
Contract  No.  2744R,  to  EVRA  Construction  Inc.  in  the  not-to-exceed  amount  of  $453,000, 
and  authorized  an  additional  10%  ($45,300)  for  contingencies  (Port  Commission 
Resolution  1 1-55). 

The  original  Project  scope  (under  Resolution  1 1-55)  consisted  of  demolishing  the  existing 
HVAC  central  plant  consisting  of  the  cooling  tower,  boiler,  and  pumps  on  the  roof  and 
replacement  with  a  new  energy  efficient  skid  mounted  HVAC  central  plant;  testing, 
adjusting  and  balancing  the  HVAC  distribution  system;  and  performing  as-needed 
repairing  of  ducts,  registers,  thermostat  controls,  and  heat  pumps  to  optimize  the  comfort 
of  tenants. 


This  Print  Covers  Calendar  Item  No.  9A 
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ADDRESS    Pier  1 

Subsequently,  the  Port  Commission,  at  its  meeting  on  May  8,  2012,  authorized  a  contract 
modification  to  Contract  No.  2744R,  extending  the  original  Contract  duration  of  150  days 
by  an  additional  67  days.  This  contract  modification  also  increased  the  contract  amount  of 
$498,300,  by  the  sum  of  $77,534,  resulting  in  an  amended  contract  amount  of  $575,834 
(Port  Commission  Resolution  12-43). 

During  the  course  of  the  contract  modification  scope  construction,  Port  staff  identified  the 
need  for  further  work  caused  by  the  old  and  non-compliant  heat  pumps,  controls,  power, 
and  distribution  systems  which  required  more  time.  This  additional  work  was  added  to  the 
contractor's  scope  to  improve  air  distribution  and  attain  optimum  efficiency  and  funded  by 
the  contract  contingency.  The  project  work  was  then  further  delayed  due  to  damages  to 
the  HVAC  communication  cable  caused  by  the  tenant's  contractor  performing  tenant 
improvement  work.  Also,  performing  the  work  in  the  occupied  Roundhouse  2  Building  was 
a  complicating  factor  that  consumed  much  more  time  than  was  originally  anticipated.  The 
work  was  finally  completed  on  February  7,  2013  and  the  contract  is  being  amended 
retroactively. 

The  HRC  LBE  Subcontracting  Goal  for  the  project  is  5%.  As  part  of  the  contractor's  efforts 
to  meet  the  HRC  LBE  participation  goal,  the  contractor  purchased  10  HVAC  units  from  a 
HRC  certified  LBE  supplier  for  $31 ,31 8,  which  resulted  in  24%  project  LBE  participation. 

Funding 

There  is  no  new  funding  needed  for  this  time  extension  request.  This  project  is  fully  funded 
by  Harbor  Operating  Funds  as  follows: 

Original  Contract:  $498,000 
Resolution  12-43  contract  modification  total:  $  77,534 

This  proposed  contract  modification:  $  0 

Total  project  funding:  $575,834 
Schedule 

The  proposed  time  extension  will  extend  the  contract  duration  by  184  calendar  days  to  allow 
the  contractor  appropriate  time  to  complete  the  added  work. 

Resolution  12-43  contract  modification 

final  completion  date:  August  8,  201 2 

Proposed  time  extension:  184  calendar  days  (time  extension) 


Adjusted  final  completion  date: 


February  7,  2013 


Summary 


This  construction  project  could  not  be  completed  within  the  original  completion  dates 
specified  in  the  contract  because  of  unavoidable  delays  as  identified  in  the  contract,  which 
warrant  a  time  extension  of  the  contract.  Under  these  circumstances,  where  the  extension 
of  time  exceeds  ten  percent  of  the  original  contract  duration,  Section  6.22(H)  of  the  City 
Administrative  Code  requires  Port  Commission  approval  for  the  time  extension. 

Port  staff  recommends  that  the  Port  Commission  authorize  the  proposed  contract 
modification  to  Contract  No.  2744R,  Roundhouse  2  HVAC  Central  Plant  Upgrade  Project, 
to  extend  the  contract  duration  by  an  additional  184  calendar  days  for  the  added  scope  of 
work  described  above.  The  work  is  now  complete  and  the  contract  is  being  amended 
retroactively. 


Prepared  by:         David  Hu,  P.E. 

Mechanical  Engineer 
Project  Engineer 


For: 


Edward  F.  Byrne,  S.E. 
Chief  Harbor  Engineer 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-12 


WHEREAS,  The  Port  Commission  previously  authorized  the  award  of  Construction 

Contract  No.  2744R,  Roundhouse  2  Heating,  Ventilation  and  Air  Conditioning 
Central  Plant  Upgrade  Project  ("Project"),  to  EVRA  Construction  Inc. 
("Contractor")  on  September  13,  201 1  (Port  Commission  Resolution  1 1-55); 
and 


WHEREAS,  At  its  meeting  on  May  8,  201 2,  the  Port  Commission  authorized  a 

modification  to  Contract  No.  2744R,  increasing  the  original  contract  amount 
of  $498,300,  resulting  in  an  amended  contract  amount  of  $575,834,  and 
extending  the  original  Contract  duration  of  150  days  by  an  additional  67  days 
for  the  added  scope  of  work  of  replacing  1 0  heat  pumps  and  the  associated 
work  (Port  Commission  Resolution  12-43); 

WHEREAS,  The  original  Project  scope  consisted  of  replacing  the  Heating,  Ventilation  and 
Air  Conditioning  ("HVAC")  central  plant  and  performing  other  improvement 
work  to  optimize  the  comfort  of  tenants  at  the  Roundhouse  2  Building 
("Premises");  and 

WHEREAS,  During  the  course  of  construction,  Port  staff  identified  the  need  for  additional 
work  due  to  old  non-compliant  heat  pumps,  controls,  power,  and  distribution 
systems,  resulting  in  longer  time  to  schedule  the  work  than  originally 
anticipated;  and 

WHEREAS,  These  unforeseen  conditions  required  additional  construction  work,  which 
caused  unavoidable  delays  as  defined  in  the  contract,  and  which  precluded 
completion  of  the  contract  within  the  original  contract  duration,  and  therefore 
a  time  extension  for  Project  completion  is  warranted;  and 


WHEREAS,  The  work  was  completed  on  February  7,  2013  and  the  contract  is  being 
amended  retroactively;  now,  therefore  be  it 


RESOLVED,  That  the  Port  Commission  hereby  authorizes  Port  staff  to  execute  a 

modification  to  Contract  No.  2744R,  Roundhouse  2  HVAC  Central  Plant 
Upgrade  Project,  with  EVRA  Construction  Co.,  to  extend  the  current  contract 
duration  of  217  calendar  days  by  an  additional  184  calendar  days,  and  the 
Port  Commission  hereby  further  ratifies  all  actions  taken  by  the  Port  staff  in 
furtherance  of  such  contract  modification  and  time  extension. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  San  Francisco  Port 
Commission  at  its  meeting  of  March  26,  2013. 


Secretary 


PORT- 


SAN  FRANCISCO 


MEMORANDUM 


March  21,  2013 


TO: 


FROM: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

Monique  Moyer  /^AAc^r^ 
Executive  Director 


SUBJECT:    Request  approval  of  Second  Amendment  to  Lease  No.  L-1 4282  with  the 
San  Francisco  Bar  Pilots  Benevolent  and  Protective  Association  amending 
the  rental  schedule  throughout  the  term  of  the  lease  for  space  located  at 
Pier  9  on  The  Embarcadero  at  the  foot  of  Vallejo  Street 

DIRECTOR'S  RECOMMENDATION:  Approve  the  Attached  Resolution 


Executive  Summary 

The  San  Francisco  Bar  Pilots  Benevolent  and  Protective  Association  (the  "Bar  Pilots") 
has  been  operating  on  San  Francisco  Bay  since  1835,  nearly  three  decades  before  the 
Port  of  San  Francisco  was  officially  established.  Since  1989,  the  Bar  Pilots' 
headquarters  have  been  at  Pier  9,  on  The  Embarcadero  at  the  foot  of  Vallejo  Street. 
The  premises  consist  of  approximately  19,718  square  feet  of  office;  20,088  square  feet 
of  shed  (used  for  parking  and  storage);  and  14,342  square  feet  of  apron  space  (used  for 
vessel  berthing). 

The  current  lease,  No.  L-1 4282  (the  "Lease"),  was  approved  in  April  2008,  and 
amended  in  December  2009;  it  expires  in  December  2026.  As  of  January  1 ,  2013,  the 
Bar  Pilots'  monthly  rent  is  $1 06,249.26,  which  equates  to  $1 ,274,991 . 1 2  in  annual  rent. 
The  Bar  Pilots  are  a  maritime  tenant  in  good  standing. 

The  Bar  Pilots  approached  the  Port  with  an  offer  to  reopen  the  Lease  to  each  party's 
advantage  as  more  fully  described  below.  The  Port  has  an  interest  in  doing  so  to  (1) 
remove  the  20%  rent  discount  afforded  to  maritime  tenants  and  (2)  provide  for  the  Port's 
standard  rental  resets  at  market  rate  every  5  years.  In  return,  the  Bar  Pilots  sought  to 
slightly  reduce  their  rental  rate  for  their  office  space  and  void  the  annual  3%  cost  of 
living  increase  from  2012  through  2014.  If  approved,  this  amendment  will  give  the  Port 
$1 ,21 1 ,200.32  in  additional  rent  over  the  life  of  the  lease  while  giving  the  Bar  Pilots 
short-term  financial  flexibility. 

This  Print  Covers  Calendar  Item  No.  10A 

M  FRANCISCO  


TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS  Pierl 


This  item  was  presented  to  the  Port  Commission  in  October  201 1 ,  but  it  was  carried 
over  due  to  the  possibility  that  berthing  space  at  Pier  9  might  be  needed  for  yachts 
coming  to  San  Francisco  Bay  for  the  34th  America's  Cup  in  2013.  The  Port  Commission 
encouraged  the  Bar  Pilots  and  the  America's  Cup  to  meet  to  clarify  how  the  two  parties 
might  work  together  to  achieve  a  mutually  satisfactory  result. 

On  March  5,  2013,  America's  Cup  Race  Management  notified  the  Port  in  writing  that 
Pier  9  will  not  be  needed  for  yacht  berthing.  Therefore,  this  issue  has  been  resolved. 

Background 

This  Lease  was  transacted  at  a  period  of  time  when  rental  rates  for  the  San  Francisco 
commercial  office  were  extremely  high.  A  portion  of  the  Lease  includes  office  space.  At 
the  time,  the  Pier  9  parameter  rents  in  Fiscal  Year  2008-09  were  $2.75-$3.00,  per  the 
Port  Commission-approved  rate  schedule.  As  part  of  the  Lease,  the  Bar  Pilots  agreed  to 
a  rate  of  $3.91  commencing  in  201 1 ,  with  3%  annual  increases  in  subsequent  years.  As 
a  result  of  the  annual  increases,  the  current  rent  has  grown  to  $4.15  per  square  foot. 
This  rate  represented  the  highest  per-square-foot  rent  revenue  ever  negotiated  by  the 
Port.  The  new  Lease  essentially  tripled  the  Bar  Pilots'  monthly  rent  expense.  In  concert 
with  the  rental  rate  negotiation,  the  parties  also  negotiated  a  20%  rental  rate  discount  to 
the  Bar  Pilots,  as  a  valued  maritime  partner,  beginning  in  year  six  of  the  Lease  (2015). 

Beginning  in  2009  and  continuing  through  2012,  the  Bar  Pilots'  revenue  has  declined 
significantly  because  of  decreased  ship  traffic  in  San  Francisco  Bay  due  to  the  world- 
wide economic  downturn.  During  this  period,  ship  traffic  handled  by  the  Bar  Pilots 
decreased  by  an  average  of  1 2%  annually  or  cumulatively  by  4,600  vessel  moves. 

Meanwhile,  the  real  estate  market,  along  with  the  rest  of  the  world  economy,  went  into  a 
deep  recession,  leaving  the  Bar  Pilots'  contracted  rental  rate  much  higher  than  for 
comparable  space.  The  Port  Commission's  own  approved  rates  remained  considerably 
lower  than  those  negotiated  with  the  Bar  Pilots. 

As  a  result,  the  Bar  Pilots  approached  the  Port  seeking  short-term  financial  flexibility 
until  such  time  that  their  business  levels  increase.  As  a  matter  of  practice,  when  a 
tenant  makes  such  a  request,  the  Port  evaluates  the  merits  of  the  case  before  moving 
forward.  As  mentioned  above,  the  Port  staff  also  had  an  interest  in  removing  the  20% 
rental  rate  discount.  Through  a  series  of  negotiations,  Port  staff  has  agreed  to  an 
amendment  which  would,  if  approved:  (A)  adjust  the  monthly  base  rent  schedule;  (B) 
eliminate  a  discount  from  prevailing  market  rates;  (C)  amend  the  five-year  market  rate 
adjustment  provisions;  (D)  expand  payment  options  for  the  security  deposit;  and  (E) 
incorporate  any  updated  standard  lease  provisions  and  any  new  City  and  Port 
requirements  (as  required  for  lease  amendments).  California  Environmental  Quality  Act 
(CEQA)  review  is  not  required  for  this  item,  as  it  involves  only  financial  terms;  there  are 
no  changes  to  the  physical  premises,  permissible  uses,  or  the  final  lease  term. 

Proposed  Revisions  to  Lease 

The  proposed  Second  Amendment  would  enact  five  revisions  to  the  Lease  as  described 
below.  Staff  proposes  that  these  changes  be  applied  retroactively  to  January  1 ,  2012, 


the  date  the  Second  Amendment  would  have  been  effective  if  approved  after  the  initial 
presentation  to  the  Port  Commission  in  late  201 1 . 


(A)  Monthly  Base  Rent  Schedule.  The  Lease  requires  the  Bar  Pilots  to  pay  a  monthly 
base  rent  of  $100,024.82  in  the  second  year  (201 1),  increased  by  3%  annually  in  years 
three  through  five  (2012-2014): 


Monthly  Base 
Rent 

Months 

Sq.  Ft. 

Monthly 
Base  Rate 

Total  Monthly 
Base  Rent 

Commencing 
1/1/2010 

D4,i4o  (enure  rremises} 

CpU.OO 

I  Otai  cpo  I  ,\}\£.iLI 

Commencing 
1/1/2011 

13-24 

19,718  (Office) 
20,088  (Shed) 
14,342  (Apron) 

$3.91 
$0.97 
$0.24 

$77,097.38 
$19,485.36 
$3,442.08 
Total  $100,024.82 

Commencing 
1/1/2012 

25-36 

19,718  (Office) 
20,088  (Shed) 
14,342  (Apron) 

$4.03 
$1.00 
$0.25 

$79,463.54 
$20,088.00 
$3,585.50 
Total  $103,137.04 

Commencing 
1/1/2013 

07   A  Q 
Of -HO 

19,718  (Office) 
20,088  (Shed) 
14,342  (Apron) 

$4.15 
$1.03 
$0.26 

$81,829.70 
$20,690.64 
$3,728.92 
Total  $106,249.26 

Commencing 
1/1/2014 

49-60 

19,718  (Office) 
20,088  (Shed) 
14,342  (Apron) 

$4.27 
$1.06 
$0.27 

$84,195.86 
$21,293.28 
$3,872.34 
Total  $109,361.48 

Commencing 
1/1/2015 

61-204 

See  below  * 

*  The  current  Lease  provides  that  on  the  5  and  10  anniversary  dates,  the 
base  rent  shall  be  increased  by  3%  or  adjusted  to  prevailing  market  rates, 
whichever  is  higher.  On  all  other  anniversary  dates,  until  the  Lease  expires, 
the  base  rent  shall  be  increased  by  3%.  If  no  default  has  occurred,  then  the 
base  rent  in  years  6-10  (2015-2019)  shall  be  discounted  by  20%. 

In  accordance  with  the  Lease,  the  Bar  Pilots  paid  a  total  of  $103,137.04  per  month  in 
2012  ($1 ,237,644.48  annually)  which  included  $4.03  per  square  foot  for  their  office 
space.  The  Bar  Pilots  are  currently  paying  $106,249.26  per  month  in  2013 
($1 ,274,991 .12  annually),  including  $4.1 5  per  square  foot  for  office.  This  is  significantly 
higher  than  the  Fiscal  Year  2012-13  Port  Commission-approved  parameter  rental  rates 
for  Pier  9  of  $2.25-$2.50  per  square  foot.  Recent  transactions  for  similar  office  space  at 
Pier  9  were  in  the  $2.25-$2.50  per  square  foot  range  (Autodesk,  Cabouchon), 
compared  with  the  Bar  Pilots'  current  rate  of  $4.15  per  square  foot. 
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The  Net  Lease  market  rates  for  other  comparable  downtown  offices  (non-Port  sites)  are 
also  in  the  $2.50  per  square  foot  range: 


Location/District 

Gross  Lease  PSF 

Less  Tenant  Costs 

Net  Lease  PSF 

Financial  District 

$3.22 

($1 .00) 

$2.22 

South  Financial  District 

$3.40 

($1 .00) 

$2.40 

Rincon/South  Beach 

$3.85 

($1 .00) 

$2.85 

Waterfront/North  Beach 

$2.66 

($1 .00) 

$1.66 

[Source:  TRI  Commercial  San  Francisco  Trends,  Q4  2012] 


In  a  Gross  Lease,  the  tenant  pays  a  flat  rental  amount,  and  the  landlord  pays  all 
property  charges  regularly  incurred  by  the  ownership,  such  as  utilities,  janitorial,  and 
maintenance.  In  a  Net  Lease  (which  is  what  the  Bar  Pilots  have),  the  tenant  pays  for 
these  items  (approximately  $1 .00  per  square  foot)  in  addition  to  the  rent. 


The  proposed  Second  Amendment  eliminates  these  annual  3%  increases  and 
retroactively  sets  the  monthly  base  rent  at  a  flat  rate  of  $1 00,024.82  for  years  two 
through  five  of  the  Lease  term  (201 1  -2014)  as  shown  below: 


Monthly  Base 
Rent 

Months 

Sq.  Ft. 

Monthly 
Base  Rate 

Total  Monthly 
Base  Rent 

Commencing 
1/1/2010 

1-12 

54,148  (Entire  Premises) 

$0.58 

Total  $31,012.27 

Commencing 
1/1/2011 

13-24 

19,718  (Office) 

$3.91 

$77,097.38 

20,088  (Shed) 

$0.97 

$19,485.36 

14,342  (Apron) 

$0.24 

$3,442.08 
Total  $100,024.82 

Commencing 
1/1/2012 

25-60 

19,718  (Office) 

$3.91 

$77,097.38 

20,088  (Shed) 

$0.97 

$19,485.36 

14,342  (Apron) 

$0.24 

$3,442.08 
Total  $100,024.82 

Commencing 
1/1/2015 

61-204 

See  below  ** 

**  The  proposed  Second  Amendment  requires  the  base  rent  to  be  adjusted  to 
prevailing  market  rates  on  the  5th  and  1 0  anniversary  dates.  On  all  other 
anniversary  dates  commending  in  2015,  until  the  Lease  expires,  the  base  rent 
shall  be  increased  by  3%.  The  Bar  Pilots  agree  to  waive  the  option  for  a  20% 
discount  in  years  6-10  (2015-2019). 


The  proposed  Second  Amendment  rates  result  in  a  $3,1 12.22  monthly  rental 
reduction  for  calendar  year  2012,  a  $6,224.44  monthly  rental  reduction  for  2013 
and  a  $9,336.66  monthly  rental  reduction  for  2014  for  a  total  rental  reduction  of 
$224,077.68. 


1  qoo^  ^/^or 
Lddsc  Icdl 

Oaienaar  Teal 

Mf"\nthlw  Pont 
IVIU!  1 11  My  11 

nupuocu 

Annual  umerence 

1 

2010 

$  31,012.27 

$  31,012.27 

$ 

2 

2011 

$  100,024.82 

$  100,024.82 

$ 

$ 

3 

2012 

$  103,137.04 

$  100,024.82 

$  3,112.22 

$  37,345.92 

4 

2013 

$  106,249.26 

$  100,024.82 

$  6,224.44 

$  74,692.56 

5 

2014 

$  109,361.48 

$  100,024.82 

$  9,336.66 

$  112,039.2 

Total 

$  224,077.68 

The  proposed  Second  Amendment  would  provide  for  rental  reductions  to  be  applied 
retroactively  against  rents  the  Bar  Pilots  already  paid  in  2012  and  2013,  amounting  to  a 
credit  owed  of  $56,019.24  ($37,345.92  for  2012  and  $18,673.22  for  2013).  This  credit 
would  be  applied  in  equal  amounts  to  the  monthly  rent  owned  during  the  next  12 
months,  or  an  offset  of  $4,668.27  per  month. 

The  Bar  Pilots  have  always  expressed  a  willingness  to  pay  a  "fair  market  rent"  for  their 
premises  and  have  noted  that  their  rent  is  much  higher  than  comparable  market  rents. 
By  way  of  comparison,  the  Port  Commission's  FY  2012-13  Rental  Rate  schedule  set 
Pier  9  office  rates  at  $2.25-$2.50  per  square  foot  per  month.  Under  the  proposed 
Second  Amendment,  the  Bar  Pilots'  office  rental  rate  would  remain  steady  at  $3.91  per 
square  foot  per  month  until  a  fair  market  adjustment  scheduled  for  2015.  Port  staff 
expects  that  the  Port  Commission's  FY  2013-14  Rental  Rate  Schedule,  to  be  adopted 
summer  2013,  will  increase  the  Pier  9  office  rates  approximately  1 0%,  to  a  rate  of 
$2.50-$2.75  per  square  foot.  The  Bar  Pilots'  office  rental  rate  of  $3.91  would  still  be 
42%  higher  than  the  upper-end  Pier  9  parameter  rate. 

(B)  Eliminate  Discount  from  Prevailing  Market  Rates.  The  current  Lease  language  also 
provides  the  Bar  Pilots  with  a  20%  discount  from  the  base  rent  schedule  in  years  six 
through  ten  (2015-2019).  Based  on  the  current  rental  schedule,  under  which  rent 
increases  by  3%  per  year,  the  Bar  Pilots  would  be  entitled  to  a  discount  of 
approximately  $1 ,435,280.16.  The  proposed  Second  Amendment  would  eliminate  the 
discount  for  the  benefit  of  the  Port.  The  table  below  illustrates  the  impact  of  this 
discount: 


Lease  Year 

Calendar  Year 

Monthly  Rent 

20%  discount 

Annual  Discount 

6 

2015 

$  112,642.32 

$  22,528.46 

$  270,341.58 

7 

2016 

$  116,021.59 

$  23,204.32 

$  278,451.83 

8 

2017 

$  119,502.24 

$  23,900.45 

$  286,805.38 

9 

2018 

$  123,087.31 

$  24,617.46 

$  295,409.54 

10 

2019 

$  126,779.93 

$  25,355.99 

$  304,271.83 

Total 

$  1,435,280.16 

The  proposed  Second  Amendment  would  eliminate  this  discount  provision  entirely  from 
the  Lease,  and  would  establish  a  strictly  market  rate  lease.  This  concession  by  the  Bar 
Pilots  will  benefit  the  Port  by  generating  an  additional  net  $1 ,21 1 ,200.32  in  rent  over  the 
life  of  the  lease,  significantly  more  than  the  offsets  of  the  reduced  rent  revenue 


(C)  Five-year  Market  Rate  Adjustments.  The  Lease  currently  requires  the  rent  to  be 
adjusted  to  the  greater  of  the  base  rent,  including  annual  percentage  increases,  or  the 
prevailing  market  rate  on  the  5th  and  10th  year  anniversary  dates;  this  provides  for  an 
upward-only  adjustment.  The  proposed  Second  Amendment  would  set  the  rental 
adjustment  at  the  prevailing  market  rate,  which  could  be  higher  or  lower  than  the  prior 
year  rent. 

(D)  Security  Deposit.  The  Second  Amendment  allows  the  Bar  Pilots  to  provide  a 
financial  instrument  other  than  cash  for  the  security  deposit,  subject  to  Port  approval. 
The  current  Lease  requires  cash  only.  This  flexibility  is  consistent  with  other  leases 
executed  by  the  Port  subsequent  to  this  Lease.  The  required  security  deposit  amount 
equals  twice  the  monthly  rent,  or  $200,049.64.  Currently  the  Bar  Pilots  have  $62,157.48 
on  file  for  security  deposit. 

(E)  City  and  Port  Requirements.  The  Second  Amendment  updates  the  Lease  to  current 
Port  standards  and  provides  for  the  addition  of  new  City  requirements. 

Summary 

From  time  to  time,  Port  staff  will  recommend  a  "reopener"  of  a  Port  lease  if  the  net  effect 
to  the  Port  is  positive.  As  discussed  above,  the  Second  Amendment  to  the  Bar  Pilots 
Lease  at  Pier  9  affords  the  Port  with  the  opportunity  to  remove  the  20%  maritime  tenant 
rental  discount,  providing  the  Port  with  increased  revenue  from  the  premises.  The 
proposed  Second  Amendment  also  addresses  the  Bar  Pilots'  request  to  set  their  current 
office  rent  closer  to  prevailing  market  rates.  The  proposed  Lease  Amendment  provides 
the  Port  with  the  advantage  of  earning  an  estimated  $1 ,21 1 ,200.32  more  under  the 
Lease,  which  equates  to  the  difference  between  eliminating  the  3%  rent  increases  in 
from  2012  to  2014,  and  eliminating  the  20%  discounted  rent  due  for  the  five  years  from 
2015  to  2019. 

The  Bar  Pilots  are  strong  partners  with  the  Port,  working  with  us  on  our  primary 
maritime  operations,  including  cruise  and  cargo  shipping,  the  use  of  the  Pier  70  drydock 
for  ship  repairs,  dredging  recommendations,  the  Pier  27  cruise  terminal  project,  and  the 
34th  America's  Cup,  just  to  name  a  few. 

Recommendation 

Port  Staff  recommends  the  Port  Commission  approve  the  attached  Resolution  and 
authorize  the  Executive  Director  to  execute  the  Second  Amendment  of  Lease  No. 
L-1 4282,  with  a  retroactive  effective  date  of  January  1 ,  2012  and  to  provide  the  rent 
credit  as  described  in  this  Staff  Report. 


Prepared  by:  Michael  Nerney,  Marketing  Manager,  Maritime 

and  Mark  Lozovoy,  Asst.  Deputy  Director  Real  Estate 

For:  Peter  Dailey,  Deputy  Director,  Maritime 

Attachment:  Site  Map  and  Floor  Plan 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-13 


WHEREAS,     Charter  Section  B3.581  grants  to  the  Port  Commission  the  authority  and 
duty  to  use,  conduct,  operate,  maintain,  manage,  regulate  and  control 
the  lands  within  the  Port  jurisdiction;  and 

WHEREAS,     the  San  Francisco  Bar  Pilots  Benevolent  and  Protective  Association  (the 
"Bar  Pilots")  has  been  operating  on  San  Francisco  Bay  since  1835,  and 
has  been  headquartered  since  1 989  at  Pier  9,  located  on  The 
Embarcadero  at  the  foot  of  Vallejo  Street,  where  the  premises  consist  of 
approximately  19,718  square  feet  of  office;  20,088  square  feet  of  shed 
(used  for  parking  and  storage);  and  14,342  square  feet  of  apron  space 
(used  for  vessel  berthing);  and 

WHEREAS,     the  current  lease,  Lease  No.  L-14282,  was  approved  in  April  2008  and 
amended  in  December  2009,  and  expires  in  December  2026;  and 

WHEREAS,     the  Bar  Pilots  are  a  Port  maritime  tenant  in  good  standing,  currently 

paying  $106,249.26  per  month  in  rent,  which  equates  to  $1 ,274,991 .12 
annually;  and 

WHEREAS,     beginning  in  2009  and  continuing  through  2012,  the  Bar  Pilots'  revenue 
has  declined  significantly  because  of  decreased  ship  traffic  in  San 
Francisco  Bay  due  to  the  world-wide  economic  downturn,  combined 
with  a  recession  in  the  real  estate  market,  leaving  the  Bar  Pilots' 
contracted  rental  rate  much  higher  than  for  comparable  space;  and 

WHEREAS,     the  Bar  Pilots  and  America's  Cup  Race  Management  ("Race 

Management")  met  to  clarify  how  the  two  parties  would  work  together  to 
implement  a  plan  to  accommodate  America's  Cup  vessels  at  Pier  9  in 
2013,  should  it  become  necessary,  and  that  Race  Management 
determined  in  March  2013  that  Pier  9  berthing  would  not  be  necessary; 
and 


WHEREAS,     the  Bar  Pilots  and  Port  staff  have  negotiated  a  second  amendment  to 
Lease  No.  L-14282  (the  "Second  Amendment")  to:  (A)  adjust  the 
monthly  base  rent  schedule;  (B)  eliminate  a  discount  from  prevailing 
market  rates;  (C)  amend  the  five-year  market  rate  adjustment 
provisions;  (D)  expand  payment  options  for  the  security  deposit;  and  (E) 
incorporate  any  updated  standard  lease  provisions  and  any  new  City 
and  Port  requirements,  as  outlined  in  the  Staff  Report  accompanying 
this  Resolution;  and 
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WHEREAS,     the  Lease  Amendment  increases  Port  revenue  over  the  life  of  the  lease 
by  approximately  $1 ,21 1 ,200,  which  equates  to  the  difference  between 
eliminating  the  3%  annual  rent  increases  for  three  years  (2012-2014) 
and  eliminating  the  20%  annual  rent  discounts  for  five  years  (2015- 
2019)  while  providing  short-term  financial  flexibility  requested  by  the  Bar 
Pilots,  now,  therefore,  be  it 


RESOLVED, 


that  the  Port  Commission  approves  the  Second  Amendment  effective 
January  1 ,  2012  and  authorizes  the  Executive  Director  or  her  designee 
to  execute  the  Second  Amendment  and  to  provide  the  rent  credit  as 
described  in  the  Staff  Report;  and,  be  it  further 


RESOLVED, 


that  the  Port  Commission  authorizes  the  Executive  Director  to  enter  into 
any  additions,  amendments  or  other  modifications  to  the  Lease  that  the 
Executive  Director,  in  consultation  with  the  City  Attorney,  determines 
are  in  the  best  interests  of  the  Port,  do  not  materially  increase  the 
obligations  or  liabilities  of  the  City  or  Port,  and  are  necessary  or 
advisable  to  complete  the  transactions  which  the  Lease  and  Second 
Amendment  contemplate  and  effectuate  the  purpose  and  intent  of  this 
Resolution,  such  determination  to  be  exclusively  evidenced  by  the 
execution  and  delivery  by  the  Executive  Director  of  the  Second 
Amendment. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  March  26,  2013. 


Secretary 
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INITIALS:  PORT: 


TENANT: 


DATE: 


"PORT- 


SAN  FRANCISCO 


MEMORANDUM 


March  21,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 
Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM: 


Monique  Moyer  A) 
Executive  Director 


SUBJECT:   The  Port's  1 0-Year  Capital  Plan,  FY  201 4-2023 
DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution 


At  the  February  12,  2013  Port  Commission  meeting,  Port  staff  presented  an 
informational  report  on  the  Port's  proposed  10-year  Capital  Plan  for  Fiscal  Years  2014- 
23.  In  response  to  comments  from  members  of  the  Port  Commission,  this  staff  report 
presents  additional  analysis  on  the  historic  growth  rate  of  the  Port's  backlog  of  deferred 
maintenance.  This  analysis  is  summarized  below  in  a  new  section  titled,  Additional 
Analysis  -  Growth  in  Deferred  Maintenance  Backlog.  With  the  exception  of  an 
additional  section  titled,  Port  Commission  Action,  the  remainder  of  the  staff  report  is 
identical  to  the  report  for  the  February  12,  2013  Port  Commission  meeting. 

Background 

The  Port  first  prepared  a  10-Year  Capital  Plan  in  2006  which  it  has  updated  and 
augmented  in  each  year  since.  In  2005,  the  Board  of  Supervisors,  in  Administrative 
Code  section  3.20  mandated  the  creation  of  a  citywide  10-year  capital  plan  and  the 
Port's  own  10-Year  Capital  Plan  became  a  part  of  the  City's  Plan.  Each  year,  following 
approval  by  the  Port  Commission,  the  10-Year  Capital  Plan  is  submitted  to  the  City's 
Capital  Planning  Committee  for  inclusion  in  the  City  plan.  The  Capital  Planning 
Committee  reviews  and  recommends  the  City  plan  to  the  City  Administrator  who  in  turn 
submits  the  plan  to  the  Mayor  and  the  Board  of  Supervisors.  In  201 1 ,  the  City's  Capital 
Planning  Committee  instituted  an  amendment  to  Section  3.20  of  the  Administrative 
Code  shifting  the  requirement  that  this  be  done  every  two  years  in  keeping  with  the 
City's  biennial  budget  practices. 
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Overview  of  Changes  to  the  2014-2023  10-Year  Capital  Plan 

This  report  presents  the  Port  of  San  Francisco's  10-Year  Capital  Plan  for  Fiscal  Years 
2014-2023.  The  Port  produced  its  first  10-year  outlook  of  its  capital  needs  in  2006 
which  provided  a  complete  inventory  of  every  property  or  facility  under  the  Port's 
jurisdiction.  As  reflected  then  and  in  this  current  update,  existing  and  projected  funding 
falls  short;  the  2014-2023  Capital  Plan  identifies  funding  to  address  approximately  18% 
of  need  (24%  of  need  when  considering  only  non-seismic  costs).  The  2014-2023 
Capital  Plan  identifies  the  following  projected  needs  and  planned  enhancements  along 
the  Port's  71/2  mile  jurisdiction: 


2014-2023  10-Year  Capital  Plan  (in  millions) 


Amount  of  Identified 
Work 

Needed  State  of  Good  Repair 

$1,590.2 

Conditional  Seismic 

449.6 

Planned  Capital  Enhancement 

697.2 

TOTAL  addressed  in  this  Plan 

$2,737.0 

The  FY  2014-2023  update  of  the  Port's  10-Year  Capital  Plan  identifies  a  total  need  of 
just  over  $1 .59  billion  (excluding  approximately  $450  million  in  conditional  seismic 
work),  primarily  for  deferred  maintenance  and  subsystem  renewal  work  required  on  Port 
facilities.  This  $1 .59  billion  in  need  is  approximately  $171  million  less  than  the 
approximately  $1 .76  billion  (excluding  conditional  seismic  work)  identified  in  the  Port's 
FY  2013-2022  update. 

This  change  is  largely  made  up  of: 

1.  the  addition  of  the  4%  annual  cost  escalation  used  by  the  City  and  County  of 
San  Francisco  (CCSF),  which  has  been  incorporated  into  this  Plan; 

2.  the  inclusion  of  a  new  year  (FY  2023)  in  this  Plan,  where  most  of  the  FY  201 3 
unfunded  costs  became  a  part  of  the  Port's  backlog;  and 

3.  substantial  downward  adjustments  resulting  from  removal  of  capital 
enhancement  projects  from  the  Port's  need  assessment. 

The  remaining  difference  is  a  result  of  the  removal  of  completed  projects  and  many 
small  adjustments  to  cost  estimates  over  the  past  year,  many  of  which  are  offsetting. 


A  summary  of  the  changes  over  the  last  year  is  as  follows: 
Changes  in  Dollars  (in  millions) 


FY  201 3-2022  Total  (including  potential  seismic  costs)  $2,21 0.5 

4%  Cost  Escalation  70.4 

Roll  in  of  Estimated  FY  2023  Renewal  Costs  40.2 

Reclassification  of  Legacy  Capital  Enhancement  Projects  (155.0) 

Formal  Identification  of  Seismic  Work  as  Conditional  (449.6) 
Adjustments  (completed  work,  revised  estimates,  technical  adjustments)  (126.3) 

Total  (exclusive  of  conditional  seismic  costs):  $1 ,590.2 


The  2014-2023  Plan  of  Finance  includes  a  10-year  plan  to  fund  $1 .07  billion  in  state  of 
good  repair  and  Capital  enhancement  work  over  the  ten  years  of  this  Plan  from  the 
following  sources: 

•  $241 .1  million  from  Port  tenant  obligations; 

•  $97.2  million  from  the  Port's  annual  operating  budget; 

•  $17  million  from  revenue  bond  proceeds; 

•  $5  million  from  development  projects; 

•  An  estimate  of  $500  million  from  Infrastructure  Financing  District  (IFD)  bond 
proceeds  to  fund  infrastructure  improvements  at  major  development  project 
sites; 

•  $29.1  million  from  General  Obligation  bond  proceeds  and  proceeds  of  other  City 
debt  instruments; 

•  $74  million  from  state  funding  sources  associated  with  the  Downtown  Ferry 
Terminal  Expansion  project; 

•  $68.7  million  from  multiple  federal  agencies  including  the  Federal  Transit 
Administration,  the  United  States  Army  Corps  of  Engineers  and  Department  of 
Defense; 

•  $39.4  million  from  a  mixed  financing  package  funding  the  Pier  27  Cruise 
Terminal;  and 

•  Additional  sources  that  may  become  available  through  transferable  development 
rights. 

Major  capital  focuses  of  the  Plan  include:  San  Francisco's  eastern  seawall,  the  Under 
Pier  Utility  Infrastructure  Program,  the  new  cruise  terminal  at  Pier  27,  as  well  as 
revenue  bond  and  general  obligation  bond  funded  projects.  To  sustain  the  related  Plan 
of  Finance,  the  Port  must  pivot  quickly  to  repurpose  piers  that  are  used  for  the  34th 
America's  Cup  and  move  forward  with  new  and  enduring  revenue  programs. 
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Additional  Analysis  -  Growth  in  Deferred  Maintenance  Backlog 

In  order  to  evaluate  the  Port's  ability  to  provide  capital  repairs  to  existing  facilities, 
excluding  those  facilities  where  tenants  are  obligated  to  fund  repairs  (typically  under  the 
terms  of  a  development  or  long  term  lease),  Port  staff  examined  the  repair  backlog 
balance  over  the  previous  5  years.  Changes  in  the  backlog  are  driven  by  (a)  any 
needed  but  unfunded  repair  work  from  the  prior  year,  (b)  inflation,  and  (c)  actual  work 
done  to  reduce  the  backlog.  For  purposes  of  this  analysis,  the  backlog  estimates  do 
not  include  10-year  renewal  costs  or  conditional  seismic  work.  As  shown  in  the  table 
below,  the  Port's  backlog  continues  to  grow  year  over  year. 


Port  Deferred  Maintenance  Bac 

kloq  (in  thousands) 

Backlog  Category 

2009 

2010 

2011 

2012 

2013 

Buildings 

$621 ,666 

$646,673 

$625,134 

$644,349 

$653,136 

Pier  Substructures 

26,233 

49,029 

107,748 

124,700 

149,610 

Total  Backlog 

$647,899 

$695,702 

$732,882 

$769,049 

$802,746 

Increase 

7% 

5% 

5% 

4% 

Note  the  repair  cost  estimates  presented  above  are  derived  from  formulas  in  the  capital 
planning  model,  not  actual  contractor  quotes  based  on  engineering  repair 
specifications.  As  such,  the  precision  of  the  estimated  cost  in  any  given  year  or 
category  is  somewhat  unreliable.  However,  the  methodology  for  calculating  the  total 
backlog  above  is  relatively  consistent  year  over  year.  Therefore,  staff  considers  the 
growth  trend  in  the  total  backlog  shown  above  as  reliable  evidence  that  the  Port's  repair 
backlog  is  indeed  growing. 

Conclusion 

Since  the  first  Plan  in  2006,  the  Port  has  used  this  document  to  guide  a  total  in 
investment  of  nearly  a  quarter-billion  dollars  in  non-developer  funding.  Still,  a  persistent 
gap  remains  between  the  Port's  available  resources  and  ever  growing  need.  It  is  a 
clear  challenge,  but  one  the  Port  has  demonstrated  it  has  the  fortitude  as  an  institution 
to  meet.  While  this  Plan  is  a  forward  looking  document,  it  is  our  history  of  continual 
improvement  that  has  generated  opportunity  for  growth,  and  leveraged  even  greater 
opportunity.  This  Plan  was  integral  to  the  Port's  issuance  of  its  revenue  bonds  as  well 
as  to  the  submittal  and  award  of  the  City's  bid  to  host  the  34th  America's  Cup.  It 
provides  a  solid  framework  and  confidence-building,  holistic  view  of  the  Port  to 
interested  constituents,  as  well  as  to  general  audiences  in  the  press. 

As  a  road-map,  the  Plan  has  enabled  stronger  application  for  Federal  grant  funding, 
and  stronger  footing  for  inclusion  in  future  City-sponsored  general  obligation  bonds.  As 
a  demonstration  of  the  growing  inadequacy  of  private  equity  alone  to  address  the  Port's 
capital  infrastructure  needs,  the  Plan  served  a  vital  role  in  supporting  legislative 
changes  to  the  Port's  ability  to  develop  Pier  70. 
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The  waterfront  has  seen  a  series  of  transformative  events  since  the  Loma  Prieta 
earthquake  in  1 989:  the  removal  of  the  Embarcadero  Freeway,  the  Embarcadero 
Roadway  project,  the  opening  of  AT&T  Ballpark  and  the  world-class  Ferry  Building 
rehabilitation  project,  among  others.  Port  staff  is  confident  that  the  34th  America's  Cup 
will  stand  with  these  other  achievements  as  a  major  inflection  point  in  the 
transformation  of  the  San  Francisco  waterfront,  and  that  the  1 0-Year  Capital  Plan  will 
continue  to  stand  as  a  steady  guide  through  this  part  of  the  Port's  continuing  evolution. 

In  the  historic  context  of  development  along  the  waterfront  in  support  of  the  Port's 
mission,  no  capital  improvement  stands  out  more  than  construction  of  the  new  cruise 
terminal  at  Pier  27.  On  the  advent  of  the  Port's  150th  anniversary,  this  long-envisioned, 
new  bedrock  to  Port  operations  identifies  San  Francisco  as  a  city  hospitable  to  the 
cruise  industry  and  as  a  custodian  of  the  public  trust,  facilitating  visitors  to  our  great  city. 

Continued  success  will  require  continued  vigilance  in  the  search  for  new  resources  and 
a  continuation  of  the  Port's  very  successful  partnering  with  other  City  staff.  Mayor 
Edwin  M.  Lee  has  repeatedly  demonstrated  his  commitment  to  the  Port's  efforts,  and 
the  Port  staff  is  excited  to  be  a  part  of  the  team  that  will  deliver  the  34th  America's  Cup 
in  2013. 

Port  Commission  Action 

Port  staff  seeks  Port  Commission  adoption  of  the  proposed  10-Year  Capital  Plan,  FY 
2014-23.  Port  staff  will  continue  to  rely  on  the  Plan  as  an  invaluable  technical  and 
strategic  resource  document,  and  employ  this  valuable  resource  in  many  ways,  both 
financial  and  strategic,  as  articulated  more  fully  above.  Upon  adoption  of  the  Plan,  it  will 
be  provided  to  the  public  as  a  section  of  the  City's  published  Plan  and  as  a  statement  of 
the  Port's  organizational  planning  and  priorities. 


Prepared  by:  Daley  Dunham,  Special  Projects 

Executive  Division 

Lawrence  Brown,  Financial  Analyst 
Finance  &  Administration  Division 

Brad  Benson,  Special  Projects  Manager 
Executive  Division 

Elaine  Forbes,  Deputy  Director 
Finance  &  Administration  Division 


Attachment:  Port  of  San  Francisco  10-Year  Capital  Plan  FY  2014-2023 


-5- 


PORT  COMMISSION 
CITY  &  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  13-14 


WHEREAS,    In  2006,  the  Port  of  San  Francisco  completed  a  10-Year  Capital  Plan 
that  assessed  the  Port's  capital  needs  including  a  review  of  39  pile- 
supported  pier  structures,  80  substructures  including  marginal  wharfs 
connecting  the  piers,  245  commercial  and  industrial  buildings,  over  three 
miles  of  streets  and  sidewalks,  as  well  as  elements  of  the  utility 
infrastructure  that  supports  them;  and 

WHEREAS,  In  201 4,  the  Port  has  updated  its  1 0-Year  Capital  Plan  which  identifies 
$2.04  billion  in  required  repairs  and  contingent  seismic  upgrades  over 
the  next  10  years;  and 

WHEREAS,    Of  the  $1 .07  billion  in  proposed  funding,  the  Port's  1 0-Year  Capital  Plan 
identifies  $697  million  for  capital  enhancement,  with  the  remaining  $377 
million  in  funding  planned  for  repairs  and  seismic  upgrades  over  the  next 
1 0  years;  and 

WHEREAS,    This  funding,  from  the  Port's  tenants,  development  projects,  the  Port's 
annual  budget,  revenue  bond  proceeds,  general  obligation  bond 
proceeds,  infrastructure  financing  district  bond  proceeds,  certificates  of 
participation  as  well  as  federal  and  state  grants,  will  reduce  the  Port's 
total  repair  and  replacement  needs  by  $377  million,  reducing  the  Port's 
unfunded  need,  including  contingent  seismic  costs,  from  $2.04  billion  to 
$1.66  billion  in  2023;  and 

WHEREAS,  Throughout  the  year,  the  Port  staff  relies  on  the  10-Year  Capital  Plan  as 
both  a  technical  and  strategic  resource  document,  and  directs  the  public 
to  the  Plan  as  a  statement  of  organizational  planning  and  priorities];  and 

WHEREAS,    The  Port  will  update  this  1 0-Year  Capital  Plan  annually  to  reflect 

changes  in  the  condition  of  the  Port's  facilities  as  well  as  changes  in 
budget  and  financing  assumptions;  and,  now,  therefore,  be  it 


RESOLVED,   That  the  Port  Commission  adopts  the  Port's  1 0-Year  Capital  Plan. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  San  Francisco 
Port  Commission  at  its  meeting  of  March  26,  2013. 


Secretary 
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I.        Executive  Summary 


This  report  presents  the  Port  of  San  Francisco's  10- Year  Capital  Plan  for  Fiscal  Years  2014  - 
2023.  The  Port  produced  its  first  10-year  outlook  of  its  capital  needs  in  2006  which  provided  a 
complete  inventory  of  every  property  or  facility  under  the  Port's  jurisdiction.  As  reflected  then 
and  in  this  current  update,  existing  and  projected  funding  falls  short;  the  2014-2023  Capital  Plan 
identifies  funding  to  address  approximately  18%  of  need  (24%  of  need  when  considering  only 
non-seismic  costs).  The  2014-2023  Capital  Plan  identifies  the  following  projected  needs  and 
planned  enhancements  along  the  Port's  T/i  mile  jurisdiction: 


2014-2023  10- Year  Capital  Plan  (in  millions) 


Amount  of  Identified 
Work 

Needed  State  of  Good  Repair 

$1,590.2 

Conditional  Seismic 

449.6 

TOTAL  addressed  in  this  Plan 

$2,039.8 

Increasingly,  the  more  important  aspect  of  the  capital  planning  process  is  to  take  stock  of  the 
trials  and  opportunities  that  emerge,  the  public  discussions  and  ideas  expressed  about  what  is 
important  for  the  safe  enjoyment  and  improvement  of  the  waterfront.  The  San  Francisco 
waterfront  is  many  things  to  many  people,  which  reveals  a  thicket  of  competing  public  demands 
that  sometimes  are  in  conflict.  The  Waterfront  Land  Use  Plan  is  the  Port  Commission's  adopted 
planning  document  that  provides  the  policy  framework  to  guide  the  sensitive  balance  and 
investment  of  precious  capital  plan  resources. 

As  is  reflected  in  this  update,  many  changes  are  underway:  the  opening  of  The  Exploratorium  at 
Pier  15  in  April  2013;  the  sailing  regattas  and  events  leading  to  the  34th  America's  Cup  in 
Summer  2013;  the  completion  of  major  waterfront  parks  and  shoreline  improvements  in 
Fisherman's  Wharf,  South  Beach,  Mission  Bay  and  Bayview  Hunters  Point;  and  the  construction 
of  the  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf  Plaza  at  Pier  27.  Whether  by  fate 
or  luck,  it  is  a  happy  coincidence  that  the  public  also  will  celebrate  the  Port  of  San  Francisco's 
150th  Anniversary  starting  in  April  2013. 

In  the  midst  of  these  changes,  the  choices  for  future  waterfront  improvements  increasingly 
become  matters  for  City  discussion,  not  solely  Port  Commission  deliberation.  The  resources 
required  to  improve  Port  assets  rely  on  City,  State,  and/or  Federal  partnerships  and  coordination. 

Because  Port  capital  needs  exceed  resources,  the  projects  and  investments  prioritized  in  the  10- 
Year  Capital  Plan  have  been  guided  by  criteria  and  considerations  that  include: 

•  Basic  repairs  and  improvements  to  maintain  facilities  and  generate  revenue; 

•  Infrastructure  improvements,  including  the  seawall; 

•  Maritime  improvements; 

•  Parks  and  public  open  space;  and 

•  Strategic  waterfront  investments  that  leverage  private  investment  along  the  waterfront. 
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This  report  includes  a  discussion  of  the  Port's  major  strategic  initiatives  that  are  related  to  the  10- 
Year  Capital  Plan.  These  include: 

•  The  Seawall,  tidal  flooding  and  sea  level  rise. 

•  Port-BCDC  planning  studies  to  fulfill  the  requirements  of  the  BCDC  Special  Area  Plan 
Amendments  the  Port  sought  for  the  Pier  27  Cruise  Terminal.  These  include  a  location 
for  a  new  "Open  Water  Basin"  along  San  Francisco  and  eliminating  the  Replacement  Fill 
or  "50  Percent  Rule"  Policy  in  Fisherman's  Wharf  which  is  an  obstacle  to  seismic 
improvements  to  structures  over  water  in  Fisherman's  Wharf. 

•  Under  pier  utility  infrastructure  to  address  the  Port's  under  pier  utility  infrastructure 
needs  in  response  to  a  Regional  Water  Quality  Control  Board  issued  Notice-of- Violation. 

•  34th  America's  Cup  properties  may  be  returned  to  the  Port's  portfolio  six  months  after  the 
races.  If  the  35th  America's  Cup  is  not  defended  in  San  Francisco,  the  Port  must  be  ready 
to  undertake  new  leasing  of  these  properties  to  private  parties.  While  the  current 
investments  the  Port  has  undertaken  at  these  locations  has  made  them  ready  for  Event 
Authority  use,  further  capital  improvements  may  be  required  at  these  sites  to  allow  a 
future  change  of  use. 

•  Inter-divisional  Port  planning  to  devise  a  leasing  and  capital  improvement  strategy  for  the 
Piers  90-96  Maritime  Terminal  Improvement,  in  part  to  capitalize  on  significant  federal 
funding  for  rail  improvements  serving  this  area. 

•  Pier  repair  priorities  to  keep  piers  from  closing  and  provide  safe  egress  and  maritime  and 
public  access. 

•  Public-private  partnerships  at  locations  previously  designated  by  the  Port  Commission 
and  the  Waterfront  Land  Use  Plan  for  mixed-use  development. 

Consistent  with  the  vision  of  the  Waterfront  Land  Use  Plan,  public  private  partnerships  continue 
to  be  major  drivers  of  waterfront  upgrades.  Port  staff  is  currently  working  with  the  Office  of 
Economic  and  Workforce  Development  on  the  Golden  State  Warrior's  proposed  Multi-Purpose 
Venue  at  Piers  30-32  and  SWL  330,  the  Seawall  Lot  337  Associates,  LLC  mixed  use 
neighborhood  comprising  SWL  337  and  Pier  48  immediately  south  of  AT&T  Ballpark,  and  the 
Forest  City  California,  Inc.  mixed  use  neighborhood  at  the  25  acre  Waterfront  Site  at  Pier  70. 
Separately,  the  Port  is  working  with  Orton  Development  Inc.  to  rehabilitate  the  historic  buildings 
along  20th  Street  at  Pier  70  and,  pending  the  outcome  of  a  voter  referendum  scheduled  for 
November  2013,  with  Pacific  Waterfront  Partners  to  develop  the  project  comprising  Seawall  Lot 
351  and  8  Washington  Street. 

The  2014-2023  Plan  of  Finance  includes  a  10-year  plan  to  fund  $1.07  billion  in  state  of  good 
repair  and  capital  enhancement  work  over  the  ten  years  of  this  Plan  from  the  following  sources: 
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•  $241.1  million  from  Port  tenant  obligations; 

•  $97.2  million  from  the  Port's  annual  operating  budget; 

•  $17  million  from  revenue  bond  proceeds; 

•  $5  million  from  development  projects; 

•  An  estimate  of  $500  million  from  Infrastructure  Financing  District  (IFD)  bond  proceeds 
to  fund  infrastructure  improvements  at  major  development  project  sites; 

•  $29. 1  million  from  General  Obligation  bond  proceeds  and  proceeds  of  other  City  debt 
instruments; 

•  $74  million  from  state  funding  sources  associated  with  the  Downtown  Ferry  Terminal 
Expansion  project; 

•  $68.7  million  from  multiple  federal  agencies  including  the  Federal  Transit 
Administration,  the  United  States  Army  Corps  of  Engineers  and  Department  of  Defense; 

•  $39.4  million  from  a  mixed  financing  package  funding  the  Pier  27  Cruise  Terminal;  and 

•  Additional  sources  that  may  become  available  through  transferable  development  rights. 

Major  capital  focuses  of  the  Plan  include:  San  Francisco's  eastern  seawall,  the  Under  Pier  Utility 
Infrastructure  Program,  the  new  cruise  terminal  at  Pier  27,  as  well  as  revenue  bond  and  general 
obligation  bond  funded  projects.  To  sustain  the  related  Plan  of  Finance,  the  Port  must  pivot 
quickly  to  repurpose  piers  that  are  used  for  the  34th  America's  Cup  and  secure  new  and  enduring 
revenue  programs. 

This  Plan  will  continue  to  evolve,  as  the  long  journey  ahead  of  the  Port  will,  from  time  to  time, 
bring  new  and  unexpected  challenges.  The  waterfront  has  seen  a  series  of  transformative  events 
since  the  Loma  Prieta  earthquake  in  1989:  the  removal  of  the  Embarcadero  Freeway,  the 
Embarcadero  Roadway  project,  the  opening  of  AT&T  Ballpark  and  the  world-class  Ferry 
Building  rehabilitation  project,  among  others.  Hosting  the  34th  America's  Cup  in  the  newly 
constructed  international  cruise  terminal  during  the  Port's  150th  year  will  stand  out  as  a  year  like 
none  other. 

The  level  of  coordination  between  Port  staff,  the  Mayor's  Office,  the  Board  of  Supervisors  and 
numerous  City  departments  that  has  unfolded  over  the  last  year  during  preparations  for  the 
America's  Cup  has  been  particularly  welcome.  Port  staff  has  enjoyed  working  as  part  of  a 
broader  City  team  to  deliver  on  an  economic  development  project  of  City-wide  significance. 
That  effort  continues  as  the  Port  works  with  the  Office  of  Economic  and  Workforce 
Development  to  deliver  a  series  of  projects  that  will  enhance  the  San  Francisco  Waterfront  - 
particularly  south  of  Mission  Creek,  in  ways  that  few  residents  can  imagine.  Port  staff  hopes  that 
those  efforts  strengthen  the  Port's  balance  sheet  in  a  manner  that  will  enable  it  to  tackle  the  next 
capital  challenges  the  Port  will  no  doubt  face. 
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II.  Introduction 


This  report  presents  the  Port  of  San  Francisco's  10- Year  Capital  Plan  for  Fiscal  Year  2014  - 
2023.  The  10- Year  Capital  Plan  is  updated  annually  and  provides  the  public  a  comprehensive 
inventory  and  reporting  about  the  Port's  facilities  and  operations,  current  conditions  and  capital 
needs,  and  available  and  projected  capital  resources  over  the  next  10  years.  It  is  a  very  important 
reference  document  that  supports  and  guides  capital  expenditure  and  investment  decisions  by  the 
Port  Commission  and  staff,  and  also  is  included  as  a  chapter  of  the  10- Year  Capital  Plan  of  the 
City  and  County  of  San  Francisco. 

The  Port  produced  its  first  10-year  outlook  of  its  capital  needs  in  2006.  At  the  time,  perhaps  the 
most  significant  achievement  was  that  it  provided  a  complete  inventory  of  every  property  or 
facility  under  the  Port's  jurisdiction,  a  1XA  mile  stretch  of  piers,  wharves  and  upland  properties 
along  San  Francisco  Bay,  from  Fisherman's  Wharf  to  India  Basin  in  Bay  view-Hunters  Point. 
The  Port  went  through  a  laborious  process  to  characterize  the  general  condition  of  facilities  and 
estimated  costs  for  capital  repairs  and  improvement,  based  on  the  best  available  information. 
This,  together  with  a  reporting  of  the  various  existing  and  projected  sources  of  funding  or 
financing  enabled  the  public  to  understand  for  the  first  time  the  type  and  magnitude  of  need 
along  the  waterfront,  and  the  relatively  limited  resources  available  to  the  Port  to  address  them. 
As  reflected  then  and  in  this  current  update,  existing  and  projected  funding  falls  short;  the  2014- 
2023  Capital  Plan  identifies  funding  to  address  approximately  18%  of  need  (24%  of  need  when 
considering  only  non-seismic  costs). 

Each  year,  the  Capital  Plan  updates  have  incorporated  new  or  refined  information  to  maintain  the 
best  estimates  of  the  Port's  capital  needs.  But  increasingly,  the  more  important  aspect  of  the 
capital  planning  process  is  to  take  stock  of  the  trials  and  opportunities  that  emerge,  the  public 
discussions  and  ideas  expressed  about  what  is  important  for  the  safe  enjoyment  and  improvement 
of  the  waterfront.  The  San  Francisco  waterfront  is  many  things  to  many  people,  which  reveals  a 
thicket  of  competing  public  demands  that  sometimes  are  in  conflict.  The  Waterfront  Land  Use 
Plan  is  the  Port  Commission's  adopted  planning  document  that  provides  the  policy  framework 
for  considering  the  various  public  trust,  maritime,  public  access,  historic  and  urban  design, 
environmental,  economic  and  financial,  transportation  and  community  values,  to  guide  the 
sensitive  balance  and  investment  of  precious  capital  plan  resources. 

Notably,  the  Capital  Plan  is  a  document  that  is  subject  to  more  frequent  change  and  adjustment 
than  the  Waterfront  Land  Use  Plan.  The  Capital  Plan,  like  the  Port's  two-year  operating  and 
capital  budgets,  is  subject  to  revised  cost-estimates,  changes  in  City  reporting  conventions,  and 
new  capital  needs  that  are  often  defined  by  changes  in  use  to  Port  property. 
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III. 


Strategic  Outlook  and  Key  Factors 


As  is  reflected  in  this  Capital  Plan  update,  many  changes  are  underway:  the  opening  of  The 
Exploratorium  at  Pier  15  in  April  2013;  the  sailing  regattas  and  events  leading  to  the  34th 
America's  Cup  in  Summer  2013;  the  completion  of  major  waterfront  parks  and  shoreline 
improvements  in  Fisherman's  Wharf,  South  Beach,  Mission  Bay  and  Bay  view  Hunters  Point; 
and  the  construction  of  the  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf  Plaza  at  Pier 
27.  Together  with  AT&T  Park,  the  Ferry  Building  and  the  wide  variety  of  small,  local-based 
businesses  that  lease  space  at  the  Port,  San  Franciscans  and  Californians  alike  enjoy  a  very 
dynamic,  diverse  and  public  shoreline  that  realizes  the  Port's  preeminent  goal  of  reconnecting 
the  city  with  its  waterfront.  Whether  by  fate  or  luck,  it  is  a  happy  coincidence  that  the  public 
also  will  celebrate  the  Port  of  San  Francisco's  1501  Anniversary  starting  in  April  2013. 

In  the  midst  of  these  changes,  the  choices  for  future  waterfront  improvements  increasingly 
become  matters  for  City  discussion,  not  solely  Port  Commission  deliberation.  The  Port's 
facilities  are  beautiful  and  iconic,  but  aging.  The  resources  required  to  improve  them  physically 
or  operationally  increasingly  rely  on  city,  state,  and/or  federal  partnerships  and  coordination,  and 
a  strategic  approach  to  investing  Port  capital  resources  in  ways  that  will  leverage  the  most  public 
benefit. 

Because  Port  capital  needs  exceed  resources,  the  projects  and  investments  prioritized  in  the  10- 
Year  Capital  Plan  have  been  guided  by  criteria  and  considerations  that  the  Port  Commission 
believes  strike  a  balance  among  diverse  public  interests,  respond  to  basic  public  safety  and 
environmental  needs,  and  optimize  resources  that  address  the  Port  Commission's  fiduciary 
responsibilities.  These  include: 

•  Basic  repairs  and  improvements  to  existing  facilities  that  support  continued  leasing  and 
revenue  generation 

•  Infrastructure  improvements,  including  seawall,  substructure,  and  utility  repairs  that 
respond  to  the  shared  objectives  of  protecting  public  safety  and  improving  environmental 
quality,  responsible  stewardship  of  historic  resources,  and  incorporating  new 
technologies  that  increase  sustainability  along  the  waterfront 

•  Improvements  to  retain  and  support  San  Francisco's  diverse  maritime  industries 

•  Investments  in  waterfront  parks  and  public  open  space  that  meet  public  trust  needs  and 
acknowledge  the  increasing  role  of  Port  lands  in  addressing  City  economic  and  quality  of 
life  objectives 

•  Strategic  waterfront  improvement  investments  that  support  City  policy  and  capital 
planning  goals  and  leverage  private  investment  along  the  waterfront,  to  increase  the 
potential  value  and  tax  revenue  proceeds  needed  to  increase  revenue  resources  for  the 
Port's  Capital  Plan 

This  report  includes  a  discussion  of  the  Port's  legislative  initiatives  and  outreach  efforts  to 
expand  the  understanding  about  waterfront  capital  needs  and  how  collaborative  partnerships 
among  federal,  state  and  city  government  can  optimize  and  deliver  improvements  that  meet 
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multiple  agency  objectives.  These  relationships  have  fostered  strategic  discussions  and 
identification  of  additional  concerns  for  the  Port  waterfront  that  will  dictate  further  focus  this 
year  to  inform  the  next  update  of  the  Capital  Plan  for  FY  2015-2024.  These  include: 

The  Seawall,  Tidal  Flooding  and  Sea  Level  Rise  The  Seawall  and  adjoining  marginal  wharf1 
that  run  along  The  Embarcadero  from  Fisherman's  Wharf  southwest  to  Mission  Bay  constitute 
the  City's  primary  flood  control  system  along  the  Bay  waterfront.  Collectively,  these 
interconnected  structures  form  the  essential  foundation  of  The  Embarcadero  Promenade.  Built 
in  segments  from  1876  to  1929,  the  Seawall  was  and  still  is  a  major  engineering  achievement, 
established  through  the  creation  of  a  reinforced  rock  dyke,  supported  by  concrete  and  wooden 
piles.  The  Port  has  maintained  ongoing  efforts  to  repair  the  Seawall,  which  is  a  contributing 
historic  resource  in  the  Embarcadero  National  Register  Historic  District. 

These  structures  continue  to  function  as  originally  designed.  However  recent  and  planned  Port 
construction  projects,  including  the  Pier  43V2  Bay  Trail  Promenade  and  Brannan  Street  Wharf 
projects  have  uncovered  aged  and  damaged  elements  of  the  Seawall,  which  supplement  the 
growing  repair  demands  associated  with  maintaining  the  marginal  wharf.  Increasing  concern 
among  state  policymakers,  including  the  California  State  Lands  Commission,  the  San  Francisco 
Bay  Conservation  and  Development  Commission  and  the  Joint  Policy  Committee  ,  in  addition  to 
knowledge  gained  through  flood  risk  and  sea  level  rise  studies  the  Port  has  conducted  or  has 
underway,  elevate  the  urgency  of  developing  a  City  strategy.  Port  staff  have  begun  the  process 
of  consulting  with  the  City  Administrator's  Capital  Planning  Committee,  the  Mayor's  Office  and 
the  Board  of  Supervisors  regarding  a  long-range  analysis  of  the  condition  of  the  Seawall  and 
marginal  wharf,  their  capacity  to  withstand  seismic  events,  how  these  structures  and  the  Port's 
historic  finger  piers  should  be  improved  to  withstand  future  flood  risk,  and  what  guidance  the 
City  should  give  to  its  major  development  partners  in  planning  for  sea  level  rise. 

As  an  initiating  step  at  the  federal  level,  in  December  of  2012,  the  Port  made  an  official  request 
of  the  United  States  Army  Corps  of  Engineers  for  assistance  in  studying  the  condition  of  San 
Francisco's  seawall.  This  request,  made  pursuant  to  the  River  and  Harbor  Act  of  1960,  as 
amended,  Continuing  Authorities  Program  Sections  103  and  205,  will  provide  the  basis  for  a 
construction  improvement  project  addressing  both  structural  stability  and  future  sea  level  rise. 
The  long-range  improvements  to  the  City's  seawall  and  marginal  wharf  require  considerable 
local  matching,  and  will  require  a  coordinated  local,  state  and  federal  strategy  that  will  need  to  be 
reflected  in  future  updates  of  the  Port's  Capital  Plan.  Specifics  of  these  strategies  are  discussed 


1  The  marginal  wharf,  or  bulkhead  wharf,  is  a  piled  structure  built  parallel  to  the  waterfront  along  the  top  of  the 
seawall  with  the  purpose  of  extending  a  deck  over  the  water  to  provide  berthing  for  ships  along  the  seawall  and  as  a 
connection  point  for  the  finger  piers,  which  in  many  cases  were  built  later.  The  marginal  wharf  was  built  in  twenty 
one  sections  and  varies  in  width  and  construction,  the  newer  sections  being  constructed  of  concrete.  The  wharf  also 
supports  the  bulkhead  buildings  along  The  Embarcadero. 

2  The  Joint  Policy  Committee  is  a  forum  where  the  three  major  regional  policy  entities,  which  include  BCDC,  the 
Metropolitan  Transportation  Commission  and  the  Association  of  Bay  Area  Governments,  resolve  competing  policy 
objectives  in  order  to  provide  unified  policy  guidance  to  Bay  Area  local  governments,  The  Joint  Policy  Committee 
has  been  charged  by  the  three  agencies  with  further  analysis  and  public  policy  guidance  to  local  governments  that 
are  exposed  to  risks  of  sea  level  rise. 
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in  the  Plan  of  Finance  chapter  of  this  document  under  the  United  States  Army  Corps  of 
Engineers  header. 

Port-BCDC  Planning  Studies  -  In  March  2012,  the  San  Francisco  Bay  Conservation  and 
Development  Commission  (BCDC)  adopted  amendments  to  its  San  Francisco  Waterfront  Special 
Area  Plan  (SAP)  and  approved  a  major  permit  for  the  construction  of  the  James  R.  Herman 
Cruise  Terminal  and  Northeast  Wharf  Plaza  at  Pier  27.  The  BCDC  approval  includes  off-site 
public  access  requirements  at  Piers  19  and  23  in  addition  to  Piers  27-29,  which  are  included  in 
this  10- Year  Capital  Plan.  In  addition,  the  BCDC  approvals  require  the  Port  and  BCDC  to 
conduct  a  public  process  to  identify  new  public  benefits  that  would  satisfactorily  replace  those 
previously  required  in  the  SAP  that  were  precluded  by  the  Pier  27  project  (the  "Port-BCDC 
Planning  Studies").  These  public  benefits  include  a  location  for  a  new  "Open  Water  Basin",  an 
expanse  of  open  bay  water  that  would  be  permanently  preserved  for  public  viewing  and 
appreciation  of  the  Bay  and  public  access  from  the  land  and  water.  The  creation  of  Open  Water 
Basins  often  involve  demolition  of  piers  and  thus  BCDC  requires  the  Port  to  conduct  of  survey 
of  its  historic  piers  to  assess  their  condition  and  costs  of  rehabilitation  which  will  be  considered 
in  evaluating  different  Open  Water  Basin  options. 

The  BCDC  studies  also  contemplate  future  revisions  to  eliminate  the  Replacement  Fill  or  "50 
Percent  Rule"  Policy  within  Fisherman's  Wharf,  which  currently  precludes  or  inhibits  seismic 
and  substructure  repairs  of  Port  and  leased  tenant  facilities.  This  policy  requires  the  Port  to 
define  a  location  in  Fisherman's  Wharf  for  the  creation  of  a  new  public  plaza  and  Open  Water 
Basin.  Work  on  the  Port-BCDC  Planning  Studies  is  underway  and  will  continue  through  2013. 
The  issues  to  be  addressed  and  the  public  discussions  that  they  trigger  through  the  public  process 
have  implications  for  and  will  be  incorporated  into  future  Capital  Plan  updates. 

Under  Pier  Utility  Infrastructure  -  This  year's  Capital  Plan  presents  a  more  comprehensive 
strategy  for  addressing  the  Port's  under  pier  utility  infrastructure  needs.  In  2009,  the  Port 
experienced  a  water  leak  at  Pier  15;  the  Regional  Water  Quality  Control  Board  (RWQCB)  issued 
a  Notice-of-Violation  (NOV),  directing  the  Port  to  develop  an  infrastructure  evaluation  work 
plan  and  implementation  schedule  for  needed  infrastructure  improvements.  The  Port  contracted 
for  a  survey  of  under  pier  utilities;  the  resulting  condition  assessment  concluded  that  the  water 
and  sewer  infrastructure  is,  in  many  places,  in  unacceptable  condition  and  estimated 
replacements  costs  could  exceed  $40  million. 

In  response  to  the  NOV,  the  Port  devised  a  strategy  for  addressing  under  pier  utility  problems  by 
grouping  piers  into  categories  and  assigning  responsibility  for  each  category  (i.e.,  tenant,  Port, 
future  developer).  Where  tenants  have  an  obligation  under  their  lease  to  maintain  and  repair 
utilities,  they  have  been  advised  of  the  results  of  the  condition  assessment  and  directed  to  make 
needed  repairs.  For  those  piers  that  will  be  utilized  for  the  34th  America's  Cup,  the  Port 
developed  utility  improvements  to  ensure  that  these  piers  have  sufficient  utility  capacity  to  meet 
the  intended  use  at  various  locations,  and  that  they  adequately  address  problems  identified  in  the 
condition  assessment.  Similarly,  as  piers  are  subject  to  future  development,  the  Port  will  require 
development  plans  to  employ  innovative  technologies,  materials,  installations,  and  other 
techniques  that  could  reduce  exposure  and  improve  performance  and  reliability  of  water  and 
sewer  infrastructure. 
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For  the  remaining  category  of  piers,  the  Port  has  established  a  procedure  and  adopted  criteria  to 
determine  the  priority  for  addressing  those  piers  for  which  it  is  directly  responsible  for  utilities. 
In  addition  to  condition  scoring  (1-5),  the  criteria  include  factors  such  as  size,  prior  investments, 
current  or  future  value,  as  well  as  current  use  and  occupancy.  In  the  initial  application  of  these 
criteria,  the  Port  selected  the  following  priority  projects  for  inclusion  in  the  Capital  Plan: 


•  Wharf  J- 1  in  Fisherman's  Wharf 

•  Pier  9  or  Northern  Waterfront  project 

•  Utility  Capital  Maintenance 
Total: 


$350,000 
2,140,000 
2,500,000 
$4,990,000 


FY  2012-13  Capital  Budget 
FY  2013-14  Capital  Budget 
$250,000  annually,  FY  2014-23 


Wharf  J- 1 

Work  at  Wharf  J-l  in  FY  2012-13  involves  replacing  sewer  collection  pipes  that  handle 
sewer  waters  from  several  restaurants  along  Taylor  Street.  Work  also  includes  replacing 
potable  water  pipes  and  pipe  hangers  to  ensure  a  system  life  of  at  least  20  years. 


Pier  9 

Pier  9  or  another  pier  in  the  northern  waterfront  will  serve  as  a  pilot  project  for  future  under 
pier  utility  repair  and  replacement.  The  replacement  design  will  explore  innovative  and  state- 
of-the-art  solutions  to  improve  the  performance  and  reliability  of  water  and  sewer  utilities. 
The  design  team  will  analyze  alternatives,  investigating  materials  and  methods  unique  to  the 
marine  environment,  such  as  plastic  pipes,  corrosion  control,  vacuum-assisted  pumps, 
double-walled  pipes,  and  other  innovations  that  would  reduce  the  exposure  and  resulting 
failure  of  plumbing  infrastructure. 

Design  criteria  will  be  used  to  prepare  contract  documents  for  the  selection  of  a  qualified 
contractor  to  execute  the  infrastructure  replacement.  The  project  includes  construction 
management  and  oversight  services,  final  inspection  and  acceptance.  Port  staff  expects  the 
new  Pier  9  utility  system  to  be  completed  around  October,  2014. 

Utility  Capital  Maintenance 

Based  on  the  condition  assessment  referenced  above,  the  Port  has  determined  that  some 
utility  problems  may  be  addressed  more  effectively  through  a  capital  maintenance  program  in 
lieu  of  or  until  more  extensive  development  and  replacement  occurs.  The  Port's 
Maintenance  Division  has  initiated  an  inspection  program  to  examine  water  and  sewer 
infrastructure  on  an  annual  basis,  consistent  with  the  Port's  permit  requirements. 

The  Maintenance  Division  has  created  a  scorecard  to  record  observations  and  assess 
conditions  based  on  visual  inspections.  The  division  has  documented  a  response  protocol 
that  will  be  followed  to  address  the  findings  from  inspections.  Work  orders  will  be  generated 
to  address  detected  leaks  or  critical  conditions  that  pose  an  immediate  threat  to  water  and 
sewer  infrastructure.  Non-critical  conditions  will  be  documented  and  scheduled  for  follow- 
up  inspections  on  an  annual  basis. 
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Properties  That  May  Be  Returned  by  the  America's  Cup  Event  Authority  -  Under  the  34th 
America's  Cup  Lease  Disposition  Agreement  ("AC34  LDA"),  the  America's  Cup  Event 
Authority  ("Event  Authority")  is  occupying  numerous  piers  and  other  Port  properties  for  periods 
which  vary,  but  last  until  six  months  after  the  races  conclude.  These  properties  include  Piers  30- 
32,  80,  19,  19V2,  23,  27,  29,  and  29  lA 

If  Team  Oracle  succeeds  in  defending  the  34th  America's  Cup,  and  the  City  and  the  Event 
Authority  enter  a  Host  and  Venue  Agreement  for  a  defense  of  the  35th  America's  Cup,  these 
properties  may  be  required  for  that  defense.  If  that  is  not  the  case,  the  Port  must  be  ready  to 
undertake  new  leasing  of  these  properties  to  private  parties.  While  the  current  investments  the 
Port  has  undertaken  at  these  locations  has  made  them  ready  for  Event  Authority  use,  further 
capital  improvements  may  be  required  at  these  sites  to  allow  a  change  of  use. 

At-Risk  Facilities  -  In  2013,  the  Port's  Engineering  Division  identified  seven  facilities  that,  over 
the  course  of  this  10-year  plan,  are  likely  to  be  closed  to  any  and  all  use  due  to  structural 
deficiency  (the  facilities  would  be  "red  tagged").  Unlike  the  Port's  already  red  tagged  facilities, 
where  no  existing  revenue  streams  are  at  risk,  the  seven  structures  listed  below,  if  closed,  would 
have  significant  impacts  to  the  Port's  revenues,  and  thus,  ability  to  fund  other  capital  projects. 
The  Port  has  prioritized  Port  capital  funds  or  identified  other  sources  for  six  of  the  seven 
currently  operational,  at-risk  facilities.  Those  six  facilities  are: 

1.  Wharf  J9  in  Fisherman's  Wharf 

2.  Pier  Vi  Marginal  Wharf 

3.  Pier  2  Substructure 

4.  The  East  and  South  Aprons  of  the  Agriculture  Building 

5.  Pier  35  Substructure,  including  the  South  Apron 

6.  Pier  92  Apron 

The  Port  has  not  been  able  to  identify  a  source  for  the  substantial  funds  require  to  keep  Pier  54 
from  being  red  tagged  during  the  life  of  this  plan.  Port  engineers  estimate  that  this  facility  will 
require  $21  million  to  avoid  closure. 

The  facilities  listed  below  are  already  red  tagged  and  closed  to  use.  The  Port  is  in  the  process  of 
evaluating  these  eight  facilities  to  determine  potential  strategies  to  fund  repairs  to  these  facilities: 

1.  Pier  19  north  apron 

2.  Pier  26  north  apron 

3.  Pier  3 1  superstructure 

4.  Pier  33  north  apron 

5.  Pier  38  north  and  south  aprons 

6.  Pier  50  Shed  B  south  apron 

7.  Pier  52 

8.  Pier  90 
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Piers  90-96  Maritime  Terminal  Improvement  -  This  Capital  Plan  update  recognizes  the  need 
to  refresh  the  Port's  focus  on  strategic  improvements  in  the  Pier  90-94  Backlands  and  the  larger 
Piers  90-96  maritime  terminal  in  the  Southern  Waterfront,  which  comprises  the  largest  unleased 
area  of  Port  property.  The  area  represents  a  major  opportunity  for  new  revenue  production, 
which  must  be  managed  to  recognize  and  optimize  opportunities  for  maritime  shipping  and 
commerce.  This  is  the  remaining  primary  area  within  City  and  Port  jurisdiction  that  can  support 
the  unique  land  area,  operational  and  transportation  access  requirements  of  this  fundamental 
maritime  public  trust  use.  In  201 1,  the  Federal  Railroad  Administration  (FRA)  awarded  the  Port 
a  $3  million  grant  for  signaling  and  track  upgrades  to  the  Quint  Street  Lead,  a  one-mile  stretch  of 
track  that  connects  the  Caltrain  main  line  to  the  Port  of  San  Francisco  Rail  Yard  on  Cargo  Way. 

The  area  may  face  significant  transition  over  time.  Recology,  the  City's  permitted  hauler  and 
recycling,  composting  and  waste  disposal  firm,  has  initiated  a  planning  effort  to  relocate  and 
consolidate  its  facilities  to  Brisbane.  Recology  currently  occupies  all  of  the  Pier  96  terminal  and 
surrounding  yard  space;  it  is  unclear  whether  Recology  intends  to  relocate  this  portion  of  its 
recycling  operation  to  Brisbane  and  whether  that  will  occur  within  the  Plan's  10-year  horizon. 

In  2013,  the  Port  intends  to  undertake  an  interdi visional  effort  to  determine  leasing  and  related 
capital  strategies  to  examine  the  following: 

•  Potential  large  users  for  the  Backlands,  such  as  storage  of  Caltrain  commuter  rail  cars; 

•  Maritime  opportunities  for  the  Pier  96  shed,  should  Recology  decide  to  relocate  from  the 
site; 

•  The  Department  of  Public  Work's  interest  in  pursuing  a  private  asphalt  batching  plant  in 
San  Francisco,  potentially  on  Port  property,  to  reduce  costs  for  asphalt  to  repave  the 
City's  streets  and  emissions  from  truck  trips  to  the  Peninsula  to  obtain  asphalt; 

•  Market  demand  for  paved  land  on  the  Backlands,  given  the  new  supply  of  paved  land 
recently  vacated  by  the  San  Francisco  Municipal  Transportation  Agency;  and 

•  Construction  laydown  space  needs  to  support  large  development  on  the  eastern  side  of 
San  Francisco. 
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IV.      Summary  of  Changes 


As  with  the  FY  2012-21  and  FY  2013-22  Plans,  this  plan  contains  thematic  as  well  as 
substantive  departures  from  prior  iterations.  Substantive  revisions  are  explained  throughout. 
Thematic  revisions  include  changes  to  the  manner  of  reporting  seismic  need,  and  are  discussed  in 
greater  detail  below. 

Port  Leadership  Review 

As  a  new  part  of  the  process  of  constructing  this  year's  Plan,  contributors  met  with  the  Port 
Commission  President,  Executive  Director  and  each  of  the  Port's  Deputy  Directors  to  discuss 
this  question:  What  would  make  the  10- Year  Capital  Plan  be  a  better  tool  for  the  Port  and  (in  the 
conversations  with  the  Port's  Deputy  Directors)  for  your  Division? 

The  list  below  represents  the  result  of  those  consultations,  where  each  conversation  was  distilled 
down  to  a  single  idea  for  improvement: 

•  In  an  effort  to  represent  the  state  of  the  Port's  capital  portfolio  as  less  unsolvable,  reflect 
the  Port's  overall  capital  need  in  a  manner  that  better  distinguishes;  between  state  of  good 
repair,  contingent  work  and  enhancement  work 

•  Improve  the  utility  of  the  10- Year  Capital  Plan  as  a  tool  for  building  coalitions  with  other 
agencies,  enabling  implementation  of  policy  that  is  impractical  for  the  Port  to  undertake 
alone; 

•  Additional  level  of  review  and  better  standardization  of  the  financial  scoring  criteria 
utilized  to  prioritize  funds; 

•  More  comprehensive  guidance  and  better  standardization  of  other  complex  review 
criteria,  in  particular,  the  impact  of  a  project  on  the  Port's  relationship  with  regulatory 
agencies; 

•  Look  for  opportunities  for  comprehensive  rehabilitation  of  Port  facilities  solely  using 
Maintenance  Division  staff  -  the  ability  of  the  Port  to  do  this  work  in-house  was 

th 

successfully  demonstrated  during  completion  of  improvements  for  the  34  America's 
Cup; 

•  Maintain  five  year  programming  of  funds  as  a  living  document  for  easy  reference  by  the 
Port  staff; 

•  Consider  use  of  the  Port's  capital  funds  prioritization  process  for  prioritization  of  other 
internal  resources,  namely,  limited  project  management  staff  and  maintenance  crews;  and 

•  Deeper  engagement  with  the  Port's  Planning  Division,  where  the  Capital  Plan  has  been 
primarily  produced  out  of  the  Special  Projects  Group  and  the  Finance  and  Administration 
Division. 

The  Port  staff  is  at  various  stages  of  implementing  the  recommendations  above,  many  of  which 
have  already  shaped  this  iteration  of  the  Port's  10- Year  Capital  Plan.  Port  staff  will  continue  to 
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strive  toward  improving  the  utility  of  this  document  with  each  revision  and  look  forward  to 
repeating  the  Port  leadership  consultations  each  year  going  forward. 

Annual  Revision  of  10- Year  Need 

The  FY  2014-23  update  of  the  Port's  10- Year  Capital  Plan  identifies  a  total  need  of  just  over 
$1.59  billion  (excluding  approximately  $450  million  in  conditional  seismic  work),  primarily  for 
deferred  maintenance  and  subsystem  renewal  work  required  on  Port  facilities.  For  purposes  of 
this  Plan,  "need"  is  defined  as  projects  required  to  maintain  Port  property  in  a  state  of  good 
repair,  for  existing  use;  in  this  context,  need  excludes  seismic  upgrades  (which  may  or  may  not 
be  triggered  by  code  requirements)  and  capital  enhancements  (such  as  building  new  parks  along 
the  waterfront).  This  distinction  among  different  project  types  is  a  part  of  the  architecture  of  the 
Port's  capital  modeling  software,  the  Facilities  Renewal  and  Reinvestment  Model  (FRRM), 
which  is  also  used  by  the  City  to  model  all  General  Fund  departments'  capital  needs. 

This  $1.59  billion  in  need  is  approximately  $171  million  less  than  the  approximately  $1.76 
billion  (excluding  conditional  seismic  work)  identified  in  the  Port's  FY  2013-2022  update. 

This  change  is  largely  made  up  of: 

1.  addition  of  the  4%  annual  cost  escalation  used  by  the  City  and  County  of  San  Francisco 
(CCSF),  which  has  been  incorporated  into  this  Plan; 

2.  the  inclusion  of  a  new  year  (FY  2023)  in  this  Plan,  where  most  of  the  FY  2013  unfunded 
costs  became  a  part  of  the  Port's  backlog;  and 

3.  substantial  downward  adjustments  resulting  from  removal  of  legacy  enhancement 
projects  from  the  Port's  need  assessment. 

The  remaining  difference  is  a  result  of  the  removal  of  completed  projects  and  many  small 
adjustments  to  cost  estimates  over  the  past  year,  many  of  which  are  offsetting. 

A  summary  of  the  changes  over  the  last  year  is  as  follows: 
Changes  in  Dollars  (in  millions) 

FY  2013-2022  Total  (including  potential  seismic  costs) 
4%  Cost  Escalation 

Roll  in  of  Estimated  FY  2023  Renewal  Costs 
Reclassification  of  Legacy  Capital  Enhancement  Projects 
Formal  Identification  of  Seismic  Work  as  Conditional 
Adjustments  (completed  work,  revised  estimates,  technical  adjustments) 
Total  (exclusive  of  conditional  seismic  costs): 


$2,210.5 
70.4 
40.2 
(155.0) 
(449.6) 
(126.3) 
$1,590.2 
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Inclusive  of  capital  enhancement  work,  the  2014-2023  Capital  Plan  identifies  the  following 
projected  needs  and  planned  enhancements  along  the  Port's  IVi  mile  jurisdiction: 


2014-2023  10- Year  Capital  Plan  (in  millions) 


Amount  of  Identified 
Work 

Needed  State  of  Good  Repair 

$1,590.2 

Conditional  Seismic 

449.6 

TOTAL  addressed  in  this  Plan 

$2,039.8 

Seismic  Cost  Estimation 


Since  the  publication  of  the  Port's  first  Capital  Plan  in  2006,  the  Port  has  maintained  a  policy 
decision  to  assume  as  a  need  all  seismic  repair  even  that  which  exceeds  code-driven 
requirements.  In  consideration  of  the  fact  that  many  of  the  Port's  structures  are  100  years  old, 
the  Port's  original  Plan  adopted  a  standard  that  all  properties  should  be  upgraded  to  reasonably 
modern  seismic  standards,  as  if  they  were  originally  constructed  within  the  last  few  decades. 

In  practice,  as  Port  staff  have  developed  capital  projects  for  consideration  in  the  capital  planning 
process,  it  has  become  evident  that  seismic  upgrades  are  triggered  by  code  requirements  in 
defined  circumstances: 

1 .  when  a  proposed  change  in  use  contemplates  an  increase  in  occupancy  of  a  structure; 

2.  when  a  project  contemplates  upgrades  to  more  than  30%  of  the  vertical  load-carrying 
members  of  a  structure  (such  as  columns  in  a  pier  shed  or  piles  supporting  a  pier);  and 

3.  when  a  project  contemplates  upgrades  to  more  than  20%  of  the  horizontal  load-carrying 
members  of  a  structure. 

Over  the  iterations  of  the  Plan  since  2006,  the  major  projects  that  have  contemplated  seismic 
upgrades  to  Port  property  have  been  public-private  development  projects  or  capital  enhancement 
projects  such  as  park  projects. 

The  City's  Capital  Planning  Committee  has  provided  direction  to  City  departments  to  report 
need  (defined  as  projects  required  to  maintain  property  in  a  state  of  good  repair)  separately  from 
seismic  work3. 


3  The  City's  modeling  of  capital  needs  differs  from  the  Port's  in  one  very  important  respect,  which  is  related  to  the 
fact  that  only  the  Port  must  account  for  pile  supported  pier  structures.  The  City's  calculation  of  "need"  is  entirely 
centered  around  renewal  of  building  subsystems  at  the  end  of  their  usable  life.  As  a  result,  there  are  no  state  of  good 
repair  projects  carried  in  the  City  Plan  that  could  trigger  a  seismic  upgrade  to  the  structure  in  which  they  are 
contained.  For  that  reason,  the  City  classifies  all  seismic  upgrade  projects  as  capital  enhancements.  The  Port's 
modeling  of  its  capital  assets  is  distinct  from  the  City's  in  that  the  Port  includes  structural  elements  of  buildings  - 
the  piles  and  decking  of  piers.  Repair  to  these  pier  structure  elements  will  under  some  circumstances  trigger  seismic 
work,  so  the  Port  categorizes  seismic  projects  as  conditional  or  caveated  need  (as  opposed  to  capital  enhancement). 
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To  conform  to  City  convention,  the  FY  2012-2021  Capital  Plan  instituted  a  policy  of  only 
program  funding  for  seismic  work  where  a  change  of  use  or  major  rehabilitation  is  taking  place, 
consistent  with  building  code  requirements.  The  FY  2014-2023  plan  further  distinguishes 
between  the  Port's  aggregate  capital  need  and  capital  need  inclusive  of  contingent  seismic  costs 
by  separating  out  these  seismic  costs  in  top  level  reporting  numbers.  Over  the  next  10  years,  that 
seismic  need  totals  $449.6  million4. 

The  seismic  work  identified  in  this  Plan  represents  a  kind  of  worst-case  scenario  in  terms  of 
potential  impacts  to  capital  expenditure  planning.  Port  engineers  believe  that  a  number  of  the 
pier  and  wharf  structures  along  the  waterfront  may  be  structurally  repaired  in  a  manner  that  does 
not  trigger  seismic  work.  Additionally,  depending  on  the  way  in  which  a  given  pier  was 
constructed  (as  nearly  all  were  constructed  approximately  100  years  ago),  costs  associated  with 
full  seismic  upgrade  can  be  prohibitive,  where  the  amortization  period  for  the  associated 
investment  would  exceed  the  useable  life  of  the  pier  (in  particular,  the  cost  of  mitigating  the 
effects  of  sea  level  rise  and  overtopping  of  lower  elevation  piers  complicate  the  economics  of 
investment  recovery  on  these  facilities). 

Reclassification  of  Capital  Enhancement  Legacy  Projects 

With  multiple  major  development  projects  under  consideration  and  numerous  public  works 
projects  underway  on  the  waterfront,  the  need  for  separation  of  enhancement  projects  from  state 
of  good  repair  projects  has  become  increasingly  apparent.  Importantly,  this  refinement  will 
improve  the  stability  of  capital  need  estimates  going  forward.  Estimates  for  repair  and  renewal 
of  existing  capital  may  be  revised  on  a  periodic  basis,  but  they  do  not  change  radically  even  in 
the  event  of  major  reconceptualization.  Estimates  for  Capital  Enhancement  projects,  on  the  other 
hand,  vary  year  over  year  as  major  development  projects  evolve  in  the  way  that  can  occur 
without  impacts  such  as  major  development  and  ensuing  capital  enhancement. 

Reclassification  of  legacy  enhancement  projects  out  of  the  Port's  capital  model,  FRRM,  created 
an  apparent  reduction  of  "need"  of  just  over  $155  million.  While  seemingly  a  large  shift,  this 
was  almost  entirely  the  result  of  reclassification  of  three  sets  of  projects: 

•  Park  and  open  space  projects 

o    Pier  70  and  Blue  Greenway  parks  and  open  space  $59  million 

o    Brannan  Street  Wharf  construction  $31  million 

o   Pier  27  Northeast  Waterfront  Plaza  $20  million 

•  Down  Town  Ferry  Terminal  Expansion  $35  million 

•  Construction  of  a  China  Basin  Breakwater  $10  million 

Elimination  of  special,  one-time  enhancement  or  need  projects  totaled  $56  million,  and  was  a 
result  of  removal  of  completed  or  no  longer  needed  projects,  with  the  latter  largely  a  result  of 
new  information  and  adaptation  to  changing  circumstances.  The  single  largest  of  these 


4  This  number  excludes  Pier  70,  where  the  costs  for  seismic  work  are  rolled  into  "full  rehabilitation"  estimates, 
where  seismic-only  costs  cannot  be  separated  out. 
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adjustments  was  elimination  of  the  $25  million  rail  tunnel  expansion  project  which,  due  to  a 
number  of  factors  including  future  electrification,  high  speed  rail,  and  changing  export 
opportunities  for  the  Port,  was  no  longer  reasonably  in  alignment  with  Port  needs. 

New  Sources 

In  additional  to  changes  in  total  need,  the  FY  2014-2023  Capital  Plan  identifies  new  funding 
sources,  including  Infrastructure  Finance  District  bond  proceeds,  and  implements  a  new 
approach  to  valuing  Port  tenant  contributions,  which  increased  available  funding. 

Increase  in  estimated  IFD  Bond  Proceeds  $28 1 .0 

Increase  in  estimated  value  of  Port  tenant  contributions  163.0 
Adjusted  Total:  $444.0 

In  previous  iterations  of  this  Plan,  the  Port's  estimation  of  contribution  from  Port  tenants  to 
outstanding  capital  need  included  subjective  judgments  about  which  tenants  to  include  and  which 
to  exclude.  The  initial  estimate  was  then  given  a  straight  line  escalation  over  the  ensuing 
iterations  of  the  Plan.  As  a  part  of  the  process  of  engaging  Port  leadership  on  ways  to  improve 
this  document,  authors  of  this  plan  asked  Finance  and  Administration  personnel  to  make  an 
independent  review  of  this  methodology. 

The  product  of  that  review  was  a  purely  quantitative  process  tied  to  boilerplate  reporting  out  of 
the  Port's  capital  portfolio  database,  FRRM.  In  short,  estimates  for  tenants  as  a  funding  source 
now  correspond  directly  to  the  Port's  estimates  for  capital  need  at  all  facilities  categorized  in  the 
database  as  where  tenants,  through  their  lease  obligations,  are  responsible  for  facility 
maintenance  and  repair5. 

The  end  result  is  a  substantial  increase  in  the  estimate  of  tenants  as  a  resource  for  repairs, 
roughly  tripling  the  previous  estimate,  changing  the  estimate  from  $78  million  to  $241  million — 
an  increase  of  $163  million. 

The  34th  America's  Cup 

On  December  31,  2010,  the  City  executed  the  Host  and  Venue  Agreement  ("HVA")  with  the 
America's  Cup  Event  Authority,  LLC,  ("Event  Authority")  the  entity  charged  with  planning  for 
and  executing  the  34th  America's  Cup  on  San  Francisco  Bay  in  2013,  and  the  America's  Cup 
Organizing  Committee  ("ACOC"),  a  local  non-profit  charged  with  raising  funds  to  offset  City 
costs  of  hosting  the  Event. 

Last  year's  FY  2013-2022  10- Year  Capital  Plan  projected  capital  costs  associated  with  34th 
America's  Cup  pre-Match  improvements  to  Port  property  at  a  targeted  $10.4  million  partial 
rehabilitation  at  Piers  30-32  funded  by  the  Port  through  a  reallocation  of  Port  revenue  bond 
proceeds  and  proceeds  from  issuance  of  Certificates  of  Participation  (COPs)  by  the  City  on 


5  The  Port  characterizes  repairs  for  facilities  where  tenants  have  10  years  or  more  left  on  their  lease  agreement  as 
sourced  to  tenants,  recognizing  that  short  term  tenants  are  unlikely  to  make  major  capital  investments  with  little  time 
left  to  amortize  those  improvements. 
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behalf  of  the  Port.  The  plan  also  included  undertaking  improvements  at  Pier  Vz  (removal),  Pier 
19  (south  apron  repair),  Pier  23  (handrail  and  transformer),  Pier  29  (pile  repairs),  Pier  64 
(removal)  and  dredging  at  Piers  32-36  and  at  other  sites  required  for  AC34,  funded  by  COPs  and 
Port  Capital  reprogramming.  These  projects  totaled  $8.4  million  in  work  delivered  and  funded 
by  the  Port  in  FY  2012-13  that  the  Event  Authority  would  have  undertaken  using  private 
funding. 

By  the  beginning  of  this  Plan,  the  start  of  the  2013-14  fiscal  year,  all  pre-match  infrastructure  and  other 
facilities  improvements  required  in  preparation  for  the  34th  America's  Cup  will  have  been  completed  by 
the  Port.  Construction  of  the  James  R.  Herman  Cruise  Terminal  and  Brannan  Street  Wharf  will  reach 
substantial  completion  prior  to  America's  Cup  events,  but  each  project  contemplates  additional  phases 
of  construction  after  the  final  matches  of  the  Event.  Also  following  the  event,  the  Port  will  be 
completing  removal  of  the  remnants  of  Pier  64  and  construction  of  associated  bird  habitat 
improvements. 

V.  Funding  and  Expenditure  Schedule 

Table  3  below,  FY  2014-2023  10- Year  Spending  and  Funding  Plan,  lists  sources  of  funds  for  state  of 
good  repair  and  enhancement  projects,  differentiating  between  secured  funding  sources  and  aspirational 
funding  sources  (only  the  former  are  calculated  as  offsetting  the  Port's  need).  After  offsetting  with 
sources,  the  remaining  need — need  that  is  "deferred"--  is  listed  both  with  and  without  conditional 
seismic  costs  at  $1.66  billion  and  $1.21  billion,  respectively6.  A  detailed  breakout  of  sources  and  uses 
for  the  Port's  Pier  27  Cruise  Terminal  is  located  in  Chapter  VI  of  this  Plan,  Table  4. 


6  Seismic  costs  are  not  excluded  from  structures  at  Pier  70,  where  rehabilitation  is  estimated  differently. 
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Table  3:  FY  2014-2023  10- Year  Spending  and  Funding  Plan 


2019- 

2014 

2015 

2016 

2017 

2018 

23 

Total 

spendinq  pian              ■HHHHHHH  BNMMNMHHMHMMfl^ll^HHHH^HI 

State  of  Good  Repair   

Emergency  Facility  Repair 

0.1 

0.1 

0.1 

0.1 

0.5 

1.0 

ADA 

0.1 

0.1 

0.2 

1.0 

0.2 

0.5 

2.1 

Emerging  Needs  flfl^HHHBS 

0.2 

Dredging 

4.0 

5.5 

5.6 

4.8 

5.6 

29.3 

54.8 

Repair  /  Reinvestment 

29.4 

6.6 

47.4 

M 

4,7 

221.7 

319.2 

State  of  Good  Repair  Subtotal: 

33.8 

12.3 

53.3 

75.3 

10.6 

252.0 

377.3 

Enhancements 

Pier  27  Cruise  Terminal* 

43.6 

43.6 

Infrastructure  (IFD  eligible  uses) 

500.0 

500.0 

Ferry  Terminal  Expansion  Project 

5.0  34.0 

40.0 

116.5 

Parks  and  Other 

18.4 

18.2 

0.5 

37.1 

Enhancements  Subtotal: 

67.0 

52.2 

38.0 

40.0 

0.0 

500.0 

697.2 

100.8 

64.5 

91.3 

55.3 

10.6 

752.0 

1,074.5 

2019- 

Fundinq  Sources  flHBBHHH 

2014 

2015 

2016 

2017 

2018 

23 

Total 

Port  Capital  Budget 

14.0 

8.5 

10.5 

8.6 

10.5 

45.1 

97.2 

New  Debt  Issuance  (TBD) 

17.0 

17.0 

Multiple  -  Pier  27  Cruise  Terminal* 

39.4 

39.4 

US  Department  of  Defense 

3.0 

3.0 

US  Army  Corps  of  Engineers 

20.2 

20.2 

Federal  Railway  Administration 

3.0 

3.0 

2008  GO  Park  Bonds 

10.4 

8.2 

18.6 

2012  GO  Park  Bonds 

3.0 

10.0 

0.5 

13.5 

SWL  351  Project 

5.0 

5.0 

DTFT  -  Federal  Transit  Administration 

5.0 

10.0 

12.5 

15.0 

,_,  >"  *"'"{~f 

42.5 

DTFT  -  Prop  1B,  RM2 

24.0 

25.0 

25.0 

74.0 

Port  Tenant  Improvements 

HBH 

3.8 

42.8 

6.7 

0.1 

186.7 

241.1 

IFD  Bond  Proceeds 

500.0 

500.0 

Funding  Total: 

100.8 

64.5 

91.3 

55.3 

10.6 

752.0 

1,074.5 

Deferred 
Need: 
1,212.9 

w/Seismic: 
$1,662.5 


Additional  Fundinq  Sources  Souqht 

US  Army  Corps  of  Engineers 

3.0 

7.0 

10.0 

US  Department  of  Defense 

3.0 

6.0 

US  Department  of  Transportation 

3.0  12.0 

15.0 

Transferable  Development  Rights 

23.9 

23.9 

City-wide  Assessment  District 

20.0 

20.0 

40.0 

40.0 

Additional  Funding  Sought  Total: 

0.0  3.0 

3.0  15.0 

7.0 

86.9 

114.9 

*See  Table  4  for  a  detailed  breakdown  of  sources  and  uses  for  the  Pier  27  Cruise  Terminal 
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For  a  detailed  breakdown  of  costs  in  the  schedule  above,  see  Appendix  A  to  this  report.  A 
further  breakdown  of  projects  within  each  building  is  available  upon  request. 

The  Port's  2014-2023  10- Year  Capital  Plan  identifies  $2.04  billion  in  need  and  contingent 
seismic  upgrade  costs.  The  Port  has  identified  funding  of  $1.07  billion.  Of  that  amount, 
approximately  $377  million  is  allocated  to  renewal  and  repair  reducing  the  Port's  overall  need 
from  $1.59  billion  to  $1.21  billion.  The  Plan  of  Finance  includes  $697  million  in  capital 
enhancement  projects.  $500  million,  or  just  over  70%  of  the  total  enhancement  program, 
consists  of  horizontal  infrastructure  development  funded  by  proceeds  of  Infrastructure  Finance 
District  bond  proceeds. 

This  Plan  of  Finance  results  in  unfunded  need  of  $1.21  billion  and  unfunded  (potential)  seismic 
upgrade  costs  of  $449  million  for  all  Port  property. 

The  Portwide  Annual  Programs  that  are  funded  on  a  continuing  basis  in  the  Port's  annual  capital 
budgets  include  (1)  emergency  facility  repair,  a  set-aside  of  funds  for  unforeseen  situations, 
available  for  the  most  pressing  capital  needs  in  subsequent  years  if  the  programmed  year  remains 
emergency-free,  (2)  completing  renovations  in  keeping  with  the  Americans  with  Disabilities  Act, 
and  (3)  dredging  of  the  bay  floor  along  the  waterfront,  which  maintains  the  depth  of  the  berths  at 
the  Port's  piers  so  that  they  remain  suitable  for  water  traffic. 

Other  spending  plan  items  include  (4)  emerging  needs,  where  planning  and  design  of  projects  are 
funded  in  order  to  position  them  for  non-Port  sources  of  construction  funds,  and  (5)  capital 
enhancements,  where  new  assets  are  being  constructed  or  where  development  of  a  facility 
includes  rehabilitation  far  beyond  return  to  current  use. 

Because  of  the  sheer  magnitude  of  the  Port's  remaining  Annual  Program,  the  Pier/Wharf 
Substructure  Reinvestment  program,  for  the  moment,  receives  little,  if  any,  funding.  In  order  to 
maintain  the  Port's  pier  substructures  and  arrest  the  growth  of  the  capital  backlog,  the  Port  must 
reinvest  back  into  the  Port's  pier  substructures  in  an  amount  equal  to  approximately  0.75%  of  the 
value  of  those  substructures,  each  year7.  Unfortunately,  because  of  the  cost  to  do  so,  the  Port  has 
been  unable  to  make  the  necessary  investments  to  maintain  the  Port's  substructures  in  good 
repair. 

Lastly,  for  the  first  time  in  the  Port's  10- Year  Capital  Plan,  construction  of  a  new  cruise  terminal 
is  listed  as  a  separate  line  item  in  the  schedule  above.  Recognizing  the  importance  of  the  Port 
moving  forward  with  this  significant  strategic  capital  investment,  a  project-specific  funding  and 
expenditures  schedule  is  provided  in  Table  4  below. 

It  is  important  to  note  that,  as  with  prior  reports  and  in  keeping  with  capital  planning  convention, 
the  backlog  costs  have  been  estimated  in  2014  dollars,  and  are  not  escalated  to  the  anticipated 
project  date. 


7  The  level  of  need  is  calculated  based  on  the  cyclical  replacement  of  portions  of  pier  substructures,  based  on  construction  type  and 
exposure  to  tidal  action.  For  example,  Port  engineers  estimate  that  the  Port  should  rehabilitate  15%  of  the  Port's  pre-1920's  era  concrete 
piers  every  20  years. 
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VI.      Plan  of  Finance 


The  purpose  of  the  plan  of  finance  is  to,  in  light  of  the  10-year  capital  need  outlook,  lay  out 
strategically  how  the  Port  intends  to  pursue  growth  of  existing  and  use  of  new  financing 
mechanisms. 

In  this  plan,  Port  staff  proposes  ~  and  the  Port  Commission  will  eventually  make  decisions 
regarding  —  a  financing  plan  that  will  fund  $1.07  billion  in  state  of  good  repair  and  capital 
enhancement  work  over  the  ten  years  of  this  Plan  from  the  following  sources: 

•  $241.1  million  from  Port  tenant  obligations; 

•  $97.2  million  from  the  Port's  annual  operating  budget; 

•  $17  million  from  revenue  bond  proceeds; 

•  $5  million  from  development  projects; 

•  $500  million  from  Infrastructure  Financing  District  (IFD)  bond  proceeds; 

•  $29. 1  million  from  General  Obligation  bond  proceeds  and  proceeds  of  other  City  debt 
instruments; 

•  $74  million  from  State  funding  sources  associated  with  the  Downtown  Ferry  Terminal 
Expansion  project 

•  $68.7  million  from  multiple  federal  agencies  including  the  Federal  Transit 
Administration,  the  United  States  Army  Corps  of  Engineers  and  Department  of  Defense; 

•  $39.4  million  from  a  mixed  financing  package  funding  the  Pier  27  Cruise  Terminal;  and 

•  Additional  sources  that  may  become  available  through  transferable  development  rights. 

Of  the  sources  above,  this  plan  identifies  $377  million  in  funding  available  to  address  renewal 
and  repair  of  existing  facilities.  The  Portwide  Annual  Programs  that  are  funded  on  a  continuing 
basis  in  the  Port's  annual  capital  budgets  include  (1)  emergency  facility  repair,  a  set-aside  of 
funds  for  unforeseen  situations,  available  for  the  most  pressing  capital  needs  in  subsequent  years 
if  the  programmed  year  remains  emergency-free,  (2)  completing  renovations  in  keeping  with  the 
Americans  with  Disabilities  Act,  (3)  dredging  of  the  bay  floor  along  the  waterfront,  which 
maintains  the  depth  of  the  berths  at  the  Port's  piers  so  that  they  remain  suitable  for  water  traffic, 
(4)  emerging  needs,  where  planning  and  design  of  projects  are  funded  in  order  to  position  them 
for  non-Port  sources  of  construction  funds,  and  (5)  repair  /  reinvestment,  which  houses  the 
balance  of  the  Port's  renewal  program. 


See  Section  VI  for  a  discussion  of  Infrastructure  Financing  Districts.  This  report  assumes  an  estimated  $500 
million  IFD  proceeds  invested  in  paying  for  publicly-owned  infrastructure  at  major  development  projects,  including 
SWL  337,  Pier  70  and  Piers  30-32.  Each  of  these  projects  is  subject  to  ongoing  real  estate  negotiations  which 
include  the  allocation  of  IFD  to  infrastructure  costs.  When  City  staff  publishes  each  project  term  sheet  for  public 
review  and  consideration  by  the  Port  Commission  and  the  Board  of  Supervisors,  City  staff  will  publish  more 
detailed  cost  information  related  to  the  use  of  IFD. 
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With  respect  to  the  revised  FY  2014-2023  Capital  Plan,  adjustments,  growth  and  impacts  to  the 
Plan  of  Finance  encompass  a  range  of  newly  funded  projects  and  programs  as  well  as  new 
sources  of  potential  funds.  Descriptions  of  each  of  these  are  presented  below. 

Supporting  Legislation 

The  Port  has  developed  policy  options  to  address  the  unfunded  portion  of  its  Plan  including  use 
of  grant  funds,  tax  increment  financing  and  potential  private  development  options.  The 
following  is  a  summary  of  the  Port's  legislative  efforts  to  address  its  Capital  Plan: 

•  In  2005,  the  California  Legislature  adopted  SB  1085  (Senator  Carole  Migden),  permitting 
the  Board  of  Supervisors  to  form  Infrastructure  Financing  Districts  (IFD)  on  Port 
property  that  allow  the  capture  of  growth  in  property  (or  possessory  interest)  tax 
increment  to  fund  public  improvements  along  the  waterfront. 

•  In  2007,  the  California  Legislature  adopted  SB  815  (Senator  Carole  Migden),  authorizing 
the  Port  to  lease  certain  Seawall  Lots  south  of  Market  Street  and  north  of  Pier  50  for  non- 
trust  (i.e.,  commercial  and  residential)  purposes,  with  net  proceeds  to  fund  rehabilitation 
of  Port  historic  resources  and  parks  required  by  the  San  Francisco  Bay  Conservation  and 
Development  Commission  ("BCDC").  The  largest  of  these  is  Seawall  Lot  337  in  Mission 
Bay,  the  site  of  the  Port's  current  negotiations  with  Seawall  Lot  337  Associates,  LLC  to 
develop  a  new  neighborhood  south  of  AT&T  Ballpark. 

•  In  2010,  the  California  Legislature  adopted  AB  1 199  (Assemblymember  Tom  Ammiano), 
permitting  the  Port  to  establish  a  Pier  70  IFD  that  may  issue  debt  repayable  with  both  the 
local  share  of  possessory  interest  tax  and  the  State's  share  of  possessory  interest  tax 
(permitted  by  AB  1199). 

•  In  201 1,  the  California  Legislature  adopted  AB  664  (Assemblymember  Tom  Ammiano), 
with  technical  amendments  following  in  2012  (AB  2259),  authorizing  the  Port  to  capture 
up  to  $1  million  annually  in  state  tax  revenue  to  fund  the  Pier  27  Cruise  Terminal  and 
related  improvements,  if  the  City  demonstrates  that  the  State  will  earn  revenue  in  excess 
of  this  amount  from  the  34th  America's  Cup. 

•  In  201 1,  the  California  Legislature  adopted  AB  418  (Assemblymember  Tom  Ammiano) 
authorizing  the  California  State  Lands  Commission  to  approve  a  trust  swap  with  Pier  70, 
allowing  the  public  trust  designation  of  land  within  the  site  to  be  rationalized  to  allow  for 
development.  The  Port  is  negotiating  with  Forest  City  California,  Inc.  to  develop  the  25 
acre  Waterfront  Site  at  Pier  70.  The  Port  is  negotiating  separately  to  develop  the  Port's 
historic  buildings  along  20th  Street  with  Orton  Development,  Inc. 

•  In  2008,  and  again  in  2012,  San  Francisco  voters  approved  investments  totaling  $68 
million  in  the  development  of  a  network  of  waterfront  parks  from  Fisherman's  Wharf  to 
Heron's  Head  Park  adjacent  to  Pier  96. 
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The  Pier  27  James  R.  Herman  Cruise  Terminal 

The  Port  is  well  on  its  way  to  transforming  Pier  27  into  a  year-round  cruise  terminal  that  will 
meet  modern  industry  demands,  lower  the  Port's  operational  costs,  and  permit  special  event  uses 
including  the  34th  America's  Cup.  The  current  project  budget  is  $1 1 1  million  consisting  of  $67 
million  for  Phase  1  of  the  project,  including  construction  of  the  core  and  shell,  and  $44  million 
for  Phase  2,  including  the  Northeast  Wharf  Plaza,  the  ground  transportation  area,  apron  and 
substructure  repairs,  and  installation  of  maritime  equipment.  Phase  1  will  be  substantially 
complete  by  March  2013  and  Phase  2  will  commence  after  the  34th  America's  Cup  concludes. 
The  budget  for  the  project,  which  currently  includes  a  $4.2  million  shortfall,  is  as  follows: 

Table  4:  Pier  27  Cruise  Terminal  Spending  and  Funding  Plan  


Spending  Plan 

Soft  Costs  (DPW,  Arch  and  Eng.) 

17.4 

3.8 

00 

21.2 

Construction 

46.4 

36.2 

0.0 

82.5 

Construction  Contingency 

3J3 

3J3 

00 

L2 

Spending  Total: 

67.4 

43.6 

0.0 

111.0 

Funding  Sources 

Watermark  Condo  Sales  Proceeds 

20.1 

0.0 

0.0 

20.1 

Port  Revenue  Bonds 

10.1 

8.0 

0.0 

18.1 

Passenger  Facility  Charge* 

0.0 

7.3 

0.0 

7.3 

Certificates  of  Participation  (City) 

20.5 

0.6 

0.0 

21.0 

Port  Capital  and  Other  Port  Funds 

9.7 

0.0 

0.0 

9.7 

City  Contribution 

4.9 

0.0 

0.0 

4.9 

America's  Cup  Organizing 
Committee 

0.8 

0.0 

0.0 

0.8 

FEMA  Security  Grant 

1  2 

6.6 

0.0 

7.9 

2012  GO  Parks  Bond 

0.0 

17.0 

0.0 

17.0 

Total  Funding: 

67.4 

39.4 

0.0 

106.8 

Additional  Sources  Sought 

Other  Unidentified  Sources  (net) 

0.0 

4.2 

0.0 

4.2 

Total  Additional  Funding 
Sought: 

0.0 

4.2 

0.0 

4.2 

Grand  Total  Funding: 

67.4 

43.6 

0.0 

111.0 

*  This  will  be  Port-issued  debt  that  will  be  repaid  through  a 
Passenger  Facility  Charge. 
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Port  Capital  Funds 


The  Port's  biennial  repair  and  replacement  Capital  Budget  has  historically  been  too  low  to 
adequately  address  capital  needs.  Based  on  certain  analyses,  the  Port  should  reinvest  in  its  pier 
substructures  in  a  minimum  amount  of  0.75  percent  of  the  value  of  those  substructures,  each 
year9  Trends  indicate  that  available  funding  for  this  purpose  could  decline  further.  The 
biennial  Capital  Budget  is  funded  primarily  from  two  sources:  fund  balance  and  prior  year 
operating  surplus10.  Over  the  last  ten  years  (FY  2002-03  through  FY  201 1-12),  the  average 
annual  appropriation  for  the  Capital  Budget  has  been  $8.3  million11  The  size  of  the  capital 
budgets  combined  with  the  deferred  backlog  has  meant  that  the  capital  budgets  have  primarily 
funded  dredging,  deferred  maintenance  and  emergency  needs,  and  have  not  addressed  renewal 
needs  adequately. 

In  response  to  this  problem,  the  Port  Commission  adopted  a  policy  for  funding  capital  budget 
expenditures  on  March  14,  2012.  Pursuant  to  this  policy,  on  an  annual  basis,  a  minimum  of  no 
less  than  20  percent  of  Port  operating  revenues  shall  be  set  aside  in  the  Port's  operating  budget  to 
fund  capital  expenditures.  This  minimum  funding  requirement  shall  be  met  through  (1)  an  annual 
appropriation  for  current  capital  expenditures  ("Capital  Budget")  and  (2)  a  designation  of  current 
estimated  revenues  for  future  capital  expenditures,  consistent  with  the  10- Year  Capital  Plan.  The 
policy  is  intended  to  (1)  ensure  that  the  Port  has  stable  and  growing  operating  resources 
dedicated  to  capital  expenditures,  (2)  constrain  the  operating  budget  to  achieve  the  funding 
requirement  goal  of  operating  revenues  for  capital,  (3)  require  staff  and  Port  Commission  trade- 
off decisions  between  operating  growth  and  capital  needs,  and  (4)  reduce  the  credit  risk 
associated  with  unfunded  capital  obligations. 

The  projected  Capital  Budget  is  $14  million  in  FY  2013-14  which  is  $3.1  million  more  than  is 
included  in  the  budget,  finally  adopted  in  July  2012  as  a  result  of  higher  than  operating  surplus 
FY  201 1-12..  The  Plan  assumes  an  average  of  $9.7  million  per  year  over  the  10- Year  Plan,  with 
a  high  of  $14  million  and  a  low  of  $8.5  million.  This  is  a  notable  improvement  from  the  $8.3 
million  average  between  FY  2002-03  and  FY201 1-12  as  a  result  of  the  Port  Commission's 
decision  to  set  a  goal  for  capital  expenditures. 

Reversing  the  trend  of  deterioration  is  critical  to  keep  key  facilities  from  becoming  unsafe  and 
unusable  but  funding  has  not  kept  pace  with  need.  Through  the  Port's  capital  fund  prioritization 
process,  Port  staff  members  have  programmed  the  following  projects  for  funding  over  the  first 
half  of  this  plan: 


9  The  level  of  need  is  calculated  based  on  the  cyclical  replacement  of  portions  of  pier  substructures,  based  on 
construction  type  and  exposure  to  tidal  action.  For  example,  Port  engineers  estimate  that  the  Port  should  rehabilitate 
15%  of  the  Port's  pre-1920's  era  concrete  piers  every  20  years. 

10  The  Transbay  cable  payment  of  $550,000  also  funds  dedicated  capital  improvements  in  the  Southern  Waterfront. 

11  The  range  of  funds  available  for  annul  reinvestment  during  this  10  year  period  is  from  $5.9  million  in  FY  2002-03 
to  $15.4  million  in  FY  201 1-12;  however  the  amounts  do  not  reflect  a  natural  growth  over  the  period  but  instead 
show  a  wide  variation  in  the  allocation. 
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Wharf  J9 

$2,000,000 

Pier  35  substructure 

3,000,000 

Study  of  the  San  Francisco  Seawall 

500,000 

Portwide  exiting  improvements  (ADA) 

200,000 

Fendering  systems  at  Pier  94 

300,000 

Pier  26  fire  sprinkler  repairs 

400,000 

Pier  50,  Shed  D  fire  sprinkler  repairs 

550,000 

Pier  2  superstructure  demolition 

200,000 

Pier  15-17  fender  repair 

192,000 

Pier  80,  Berth  C  fender  repair 

540,000 

Total 

$7,882,000 

Infrastructure  Financing  District  Revenues 

As  described  in  the  December  16,  201 1  Port  Commission  staff  report  regarding  a  Port 
Infrastructure  Financing  District  ,  Government  Code  Sections  53395  et  seq.  ("IFD  Law")  allow 
public  agencies  to  finance  public  infrastructure  improvements  by  capturing  an  d  bonding  against 
property  tax  increment  generated  in  the  IFD  after  it  is  established.  To  do  so,  the  public  agency 
must  follow  a  multi-step  process  that  includes  approval  of  a  financing  and  infrastructure  plan  by 
the  Board  of  Supervisors. 

IFD  Law  was  crafted  to  allow  IFDs  to  function  much  like  redevelopment  project  areas.  In  this 
regard,  IFDs  do  not  increase  tax  rates,  rather,  they  rely  on  increases  in  the  property  tax  base 
within  the  IFD.  Like  redevelopment,  the  fundamental  justification  for  tax  increment  financing  is 
the  notion  that  but  for  public  and  private  investment  made  possible  by  tax  increment  financing, 
development  and  the  resulting  property  tax  increases  would  not  occur. 

By  Resolution  1 10-12,  the  Board  of  Supervisors  adopted  a  Resolution  of  Intention  to  Establish 
an  Infrastructure  Financing  District  for  City  and  County  of  San  Francisco  (Infrastructure 
Financing  District  No.  2)  for  multiple  sites  on  Port  property: 

•  Seawall  Lot  (SWL)  330 

•  Piers  30-32 

•  Pier  26 

•  Pier  28 

•  Pier  48 

•  Pier  70 


12  IFDs  function  in  a  manner  similar  to  redevelopment,  by  allowing  local  jurisdictions  to  establish  a  geographical 
district  within  which  all  growth  in  property  and  possessory  interest  tax  above  an  established  base  year  (typically 
referred  to  as  "tax  increment")  can  be  pledged  to  service  debt  on  bonds  issued  to  fund  capital  improvements  of 
communitywide  significance.  Note  that  although  this  mechanism  uses  property  tax  increment,  it  does  not  rely  on  a 
redevelopment  agency  structure  and  is  not  impacted  by  the  recent  elimination  of  redevelopment  agencies  in 
California. 
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Port  staff  will  likely  recommend  removal  of  Piers  26  and  28  from  Infrastructure  Financing 
District  No.  2,  because  these  sites  are  no  longer  likely  development  sites.  Concurrent  with 
recommending  a  term  sheet  for  the  proposed  development  of  Seawall  Lot  (SWL)  337  and  Pier 
48  in  conjunction  with  the  Port's  development  partner,  Port  staff  will  recommend  that  the  Board 
of  Supervisors  amend  Resolution  1 10-12  to  include  SWL  337. 

AB  664  and  AB  2259  IF D 

Pursuant  to  this  pair  of  bills,  both  authored  by  Assemblymember  Tom  Ammiano,  the  Port  may 
capture  the  State's  share  of  property  tax,  up  to  $1  million  annually,  from  the  following  locations: 
SWL  330,  and  Piers  19,  23  and  29.  The  California  Infrastructure  Financing  Bank  (I-Bank)  must 
first  find  that  the  net  present  value  of  tax  benefits  of  the  34th  America's  Cup  to  the  State  of 
California  exceeds  the  net  present  value  of  tax  increment  it  would  forego  from  these  sites. 
Proceeds  from  this  source  may  be  used  to  finance  or  refinance  investments  in  the  Pier  27  Cruise 
Terminal  and  additional  shoreside  power  installations  along  the  Port. 

Seawall  Lot  337 

Looking  toward  current  plans  for  development  of  the  Port's  SWL  337  and  Pier  48,  the 
developer's  proposal  anticipates  a  phased  multi-year  project  with  horizontal  development  costs  in 
excess  of  $100  million  and  vertical  development  costs  of  approximately  $1.7  billion.  A 
significant  portion  of  this  investment  (up  to  50%)  is  expected  to  occur  within  the  10-year  scope 
of  this  Plan. 

The  developer's  proposal  includes  approximately  3.5  million  square  feet  (sf)  of  mixed  use 
commercial  and  residential  development,  with  ground  floor  retail,  parking,  and  8  acres  of  open 
space.  To  enable  this  development,  the  developer  will  have  to  construct  entirely  new 
infrastructure  including  streets,  sidewalks,  utilities  (water,  wastewater,  recycled  water, 
stormwater,  electrical),  and  improvements  to  address  sea  level  rise.  The  proposal  also  includes 
reuse  of  the  212,500  sf  Pier  48  complex  for  light  industrial  and  maritime  uses,  along  with  related 
upgrades  to  Pier  48.  The  developer  and  the  City  will  pursue  status  for  the  Project  as  a  Type  I 
EcoDistrict  to  help  meet  environmental  goals.  A  Type  1  Eco-District  is  characterized  by  a  large 
amount  of  undeveloped  land  typically  owned  by  a  single  property  owner,  enabling  horizontal 
infrastructure  development  to  be  implemented  in  advance  of  vertical  development  and 
maximizing  efficiency  through  district-scale  systems. 

The  plan  relies  on  a  combination  of  IFD  revenues,  special  taxes  from  a  Community  Facilities 
District,  and  Port  land  value  to  fund  horizontal  infrastructure  improvements.  Port  staff  expects 
Port  Commission  consideration  of  the  proposed  SWL  337  and  Pier  48  term  sheet  in  the  first 
quarter  of  2013. 

Seawall  Lot  351 

The  proposed  agreement  for  the  Seawall  Lot  351  Development  and  Disposition  Agreement  was 
approved  by  the  Board  of  Supervisors  through  a  series  of  actions  on  June  12,  2012.  Such 
approvals  included  a  rezoning  of  the  site.  Petitions  with  a  sufficient  number  of  registered  voters 
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were  submitted  in  order  to  submit  the  rezoning  to  a  public  referendum.  As  approved,  the  project 
contemplates  a  $5  million  IFD  contribution  to  a  park  that  would  be  owned  by  the  Port.  The 
remaining  property  tax  proceeds  generated  by  the  project  would  flow  to  the  General  Fund. 

Pier  70 

In  201 1,  Port  staff  selected  Forest  City  California,  Inc.  to  develop  the  25  acre  Waterfront  Site  at 
Pier  70.  The  developer's  proposal  includes  3.5  million  sf  of  mixed  use  commercial  and 
residential  development,  with  ground  floor  innovation  retail,  district  parking,  and  8  acres  in  open 
space.  To  enable  this  development,  the  developer  will  have  to  construct  entirely  new 
infrastructure  including  streets,  sidewalks,  utilities  (water,  wastewater,  recycled  water 
stormwater,  electrical),  and  improvements  to  address  sea  level  rise.  The  proposal  also  includes 
rehabilitation  of  three  historic  buildings  within  the  Waterfront  Site,  including  Buildings  2,  12  and 
21.  Horizontal  infrastructure  costs  are  projected  to  exceed  $150  million. 

The  development  plan  relies  on  a  combination  of  IFD  revenues,  special  taxes  from  a  Community 
Facilities  District,  and  Port  land  value  to  fund  horizontal  infrastructure  improvements.  Port  staff 
expects  Port  Commission  consideration  of  the  proposed  Pier  70  Waterfront  Site  term  sheet  in 
Spring  2013.  Due  to  the  development  timeline  for  Pier  70,  this  Plan  only  assumes  that  a  portion 
of  Pier  70  expenditures  will  occur  by  2022. 

Major  Revenue  Bond  Funded  Projects,  Current  and  Proposed 

The  Port  finances  its  larger  scale  capital  projects  to  address  significant  deferred  maintenance  and 
to  rehabilitate  and  enhance  property  primarily  through  debt  issuances.  As  shown  below,  the  Port 
has  Series  2010A  and  B  Revenue  Bonds  outstanding  which  were  issued  February  3,  2010  in  the 
amount  of  $36.65  million  for  various  projects.  The  City  will  issue  Certificates  of  Participation 
(COPs)  in  the  amount  of  $38.46  million  for  a  portion  of  Phase  1  of  the  Cruise  Terminal  project 
and  the  America's  Cup  projects.  13 

The  proposal  for  Phase  2  of  the  Cruise  Terminal  project  includes  an  issuance  of  $15.25  million 
in  Port  revenue  bonds.  While  this  debt  issuance  is  well  within  the  Port's  bonding  capacity,  the 
increased  debt  service  cost  will  reduce  the  amount  available  for  the  repair  and  replacement 
capital  budget  by  approximately  7  percent  without  offsetting  reductions  in  the  operating  budget 
or  in  revenue  growth. 

Port  staff  has  recommended  to  the  Port  Commission  that  the  remaining  bonding  capacity  of 
approximately  $34  million  should  be  reserved  for  projects  with  early  returns  on  investments  that 
generate  revenues  in  excess  of  the  amount  required  to  service  debt  costs.  This  approach  is 
required  to  expand  sources  for  the  repair  and  replacement  capital  budget  and  to  expand  the  Port's 
bonding  capacity  to  make  future  investments  in  projects  that  support  maritime  commerce. 

•    Piers  19  and  23:  These  piers  are  located  near  one  another  in  the  northern  waterfront. 
They  require  repairs  and  seismic  upgrades  and  are  currently  without  any  long-term 


11  This  assumes  net  revenues  of  $17.8  million  to  service  debt,  interest  rate  expense  of  6  percent  for  new  debt,  and 
debt  service  coverage  of  2x.  If  these  assumptions  vary,  the  amount  of  capacity  could  be  much  less. 
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leases.  The  Series  2010  revenue  bonds  include  $3.5  million  to  repair  the  Pier  19  roof  to 
enable  continued  interim  leasing  of  that  facility.  The  Series  2010  revenue  bonds  also 
include  $2  million  in  design  funding  for  further  improvements  to  either  Pier  19  or  Pier 
23. 

Port  staff  envisions  a  mixed  use  development  project  at  either  Pier  19  or  Pier  23,  subject 
to  approval  by  the  Port  Commission,  the  Mayor,  and  the  Board  of  Supervisors.  Staff 
projects  that  the  cost  of  a  mixed  use,  adaptive  reuse  project  at  either  Pier  19  or  Pier  23 
would  be  $85  million,  based  on  certified  costs  to  construct  Pier  1  and  construction  cost 
inflation  since  Pier  1  opened.  This  project  is  dependent  on  developing  a  financially- 
feasible  mixed  use  program  consisting  of  interim  non-trust  and  public  trust  uses, 
consistent  with  a  proposed  interim  leasing  policy  for  Port  historic  structures  pending  Port 
Commission  consideration.  Other  funding  for  the  Pier  19  or  Pier  23  project  would 
include  funding  from  lease  revenues,  IFD  revenues,  federal  historic  tax  credits,  private 
equity  and  transferable  development  rights,  if  approved  by  the  City. 

•    Pier  90-94  Backlands:  The  Port's  largest  unleased  area  of  Port  property  is  the  Pier  90-94 
Backlands,  an  area  of  unengineered  fill  not  suitable  for  commercial  buildings  without  the 
inclusion  of  costly  pile  supported  foundations.  The  Series  2010  revenue  bond  program 
includes  $8  million  in  funding  for  new  road  and  utilities  to  support  new  industrial  leasing 
plots  that  are  planned  for  the  site.  DPW  staff  is  currently  developing  construction 
documents.  This  project  was  defunded  to  fund  projects  related  to  the  34th  America's  Cup. 
Given  the  relocation  of  the  City's  tow  operation  from  Pier  70,  and  the  new  15  acres  of 
open  paved  land  that  will  become  available  in  2013  as  a  result,  the  Port  needs  to  evaluate 
the  timing  of  a  new  paved  land  at  the  Backlands.  The  Port  is  in  the  process  of 
undertaking  an  interdivisional  planning  process  to  determine  the  best  use  for  the  broader 
Pier  90-96  maritime  complex. 

Port  staff  is  in  the  process  of  reviewing  other  capital  projects  for  additional  funding  utilizing  the 
Port's  remaining  debt  capacity.  Potential  projects  that  could  be  allocated  capital  funding  include 
projects  to  re-lease  one  or  more  of  the  piers  now  in  use  for  the  34th  America's  Cup,  if  these  sites 
are  not  required  for  a  successive  defense.  In  the  past,  as  a  matter  of  policy,  projects  that  will 
result  in  increases  to  revenue  on  the  shortest  available  period  of  return  on  investment  are  those 
considered  for  funding  from  revenue  bond  proceeds. 

General  Obligation  Bond  Projects 

2008  Clean  &  Safe  Neighborhood  Parks  General  Obligation  Bond 

In  February  2008  San  Francisco  voters  approved  a  $185  million  General  Obligation  bond 
measure  for  park  and  open  space  improvements  throughout  the  City,  of  which  $33.5 
million  has  been  allocated  to  fund  or  partially  fund  Port  open  space  improvements  across 
the  Port's  waterfront.  Port  General  Obligation  Bond  projects  include:  a  promenade  at  Pier 
43l/2  in  Fisherman's  Wharf;  the  Brannan  Street  Wharf  Park  in  South  Beach;  Bayfront 
Park  in  the  Port's  China  Basin  region;  and,  in  the  Port's  Southern  Waterfront,  Crane 
Cove  Park,  Warm  Water  Cove  Park,  Islais  Creek,  and  an  entrance  to  Heron's  Head  Park. 
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Table  6:  Total  2008 

G.O.  Bond  Park  Proceeds  Al 

ocated  to  Port  Projects 

Port  Area 

Proposed  Park 

Project 

G.O.  Bond 
Funding 

Fisherman's  Wharf 

Pier  431/2  Park 

Pier  43Vi 

$9,000,000 

South  Beach 

Brannan  Street  Wharf  Park 

Brannan  St.  Wharf 

3,000,000 

China  Basin 

Bayfront  Park 

Blue  Greenway 
Project 

21,500,000 

Southern 
Waterfront 

Crane  Cove  Park 

IT  7                    ITT                                            f-k  1 

Warm  Water  Cove  Park 

Islais  Creek 

Heron's  Head  Park  Entrance 

Total: 

$33,500,000 

*Excludes  issuance  and  oversight  costs. 


Three  of  the  Port's  General  Obligation  Bond  parks,  Pier  43  V2  Park,  Bayfront  Park,  and  Brannan 
Street  Wharf,  began  construction  in  FY  2012.  Bayfront  Park  was  completed  in  fall  201 1,  and 
Pier  43  V2  was  substantially  completed  in  winter  2012.  Brannan  Street  Wharf  is  scheduled  for 
completion  in  June  of  2013. 

2012  Proposition  B  General  Obligation  Bond 

The  Port  again  participated  with  the  Department  of  Recreation  and  Parks  in  Proposition  B,  a 
general  obligation  bond  approved  by  voters  at  the  November  2012  election.  Subject  to 
completing  review  required  pursuant  to  CEQA  for  each  proposed  park  location,  the  proposed 
$35  million  in  funding  for  Port  projects  will  fund  the  Port  at  the  same  levels  as  the  2008  Clean 
and  Safe  Neighborhood  Parks  G.O.  Bond,  and  will  fund  a  number  of  potential  open  space 
projects  in  the  northern  and  southern  waterfront,  including: 

The  Northeast  Wharf  Plaza:  The  bond  program  will  provide  $17  million  for  a  new  two-and-a- 
half-acre  public  open  space  adjacent  to  the  planned  new  Cruise  Terminal  at  Pier  27  and 
improvements  to  the  Piers  27-29  north  tip.  This  new  open  space  is  a  park  required  pursuant  to 
the  BCDC's  Special  Area  Plan  for  the  San  Francisco  Waterfront. 

Fisherman 's  Wharf:  Subject  to  CEQA  analysis  and  completion  of  planning  studies  in 
coordination  with  BCDC,  the  bond  program  could  fund  up  to  $1.5  million  in  public  open  space 
improvements  in  Fisherman's  Wharf.  A  potential  candidate  for  funding  is  the  substructure  of  the 
historic  Pier  43  Arch,  a  contributing  resource  to  the  Embarcadero  Historic  District  listed  on  the 
National  Register  of  Historic  Places. 

Blue-Greenway  Parks:  The  2008  Clean  and  Safe  Neighborhood  Parks  Bond  program  included 
substantial  funding  for  a  series  of  parks  along  the  Port's  waterfront,  including  Crane  Cove  and 
Warm  Water  Cove  Parks.  Subject  to  CEQA  analysis,  the  proposed  2012  Bond  program  could 
provide  new  funding  to  enhance  both  Crane  Cove  Park  and  Warm  Water  Cove  Park,  as  well  as 
add  new  open  spaces  at  Islais  Creek.  As  with  Blue-Greenway  projects  in  the  2008  bond 
program,  the  final  allocation  of  funding  among  these  Parks  would  be  subject  to  community  input 
and  approval  from  policy  makers. 
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Transferable  Development  Rights 


All  of  the  pier  sheds  and  associated  bulkhead  buildings  on  the  Port's  historic  finger  piers  are 
collectively  recognized  as  part  of  the  Embarcadero  Waterfront  Historic  District  listed  on  the 
National  Register  of  Historic  Places.  Any  alteration  or  historic  rehabilitation  undertaken  for 
these  resources  is  required  under  Port  Commission  policy  to  comply  with  U.S.  Secretary  of  the 
Interior  Standards  for  Historic  Rehabilitation  (Secretary  Standards).  The  Port  has  relied  on  the 
Federal  Historic  Tax  Credit  Program  as  one  essential  financing  tool  to  assist  in  paying  for  the 
high  cost  of  rehabilitation  to  meet  the  Secretary  Standards.  However,  given  the  age  of  the  piers 
and  increasing  costs  of  repair,  structural  and/or  seismic  interventions  necessary  to  meet  current 
codes,  other  financing  strategies  are  required  to  save  these  historic  resources  and  continue  the 
Port's  waterfront  revitalization  efforts. 

The  Port  has  initiated  discussions  with  the  Board  of  Supervisors,  Planning  Department,  San 
Francisco  Architectural  Heritage  and  other  preservation  stakeholders  to  consider  allowing  the 
City's  Transfer  of  Development  Rights  (TDR)  program  to  be  applied  to  historic  rehabilitation 
projects  defined  by  the  Port  Commission  that  would  rehabilitate  historic  resources  in  the 
Embarcadero  Historic  District.  TDR  is  an  historic  preservation  incentive  tool  that  allows  unused 
development  air  rights  on  sites  containing  recognized  historic  resources  of  public  value  to  be 
sold  and  applied  to  other  development  "receptor"  sites.  The  City's  TDR  program  requirements 
and  provisions  are  contained  in  the  San  Francisco  Planning  Code  and  administered  by  the  San 
Francisco  Planning  Department.  Any  historic  building  that  receives  benefit  from  the  TDR 
program  would  require  that  the  allowable  development  of  that  site  be  reduced  by  the  amount  sold 
through  the  TDR  program. 

The  Port  sees  TDR  as  a  significant  potential  financing  tool  that  could  generate  significant 
funding  to  support  historic  rehabilitation  costs  of  its  historic  pier  resources,  particularly  at  Piers 
19,  23  and  29  in  the  Northern  Waterfront.  Each  of  these  three  sites  is  the  subject  of  BCDC 
public  access  requirements  imposed  in  conjunction  with  the  Pier  27  Cruise  Terminal  major 
permit.  The  Pier  27  major  permit  requires  that  the  Pier  29  north  apron  be  improved  no  later  than 
the  certificate  of  occupancy  of  the  cruise  terminal,  and  that  the  Pier  19  north  apron  and  the  Pier 
23  south  apron  be  improved  within  five  years  of  the  certificate  of  occupancy  of  the  cruise 
terminal. 

In  order  to  gain  entry  to  the  City's  TDR  program,  the  Port  is  participating  with  City  Planning  in  a 
study  of  the  current  program  to  determine  how  the  current  TDR  market  is  functioning  and  to 
what  extent  the  addition  of  the  Port's  three  piers  into  the  program  would  impact  the  existing 
market.  After  the  study  is  complete,  and  if  it  indicates  that  there  is  sufficient  market  demand  to 
accommodate  the  Port's  three  finger  piers,  the  Board  of  Supervisors  would  have  to  adopt 
legislation  authorizing  the  Port  to  participate.  The  Port  has  already  succeeded  in  gaining  State 
authorization  to  participate  in  the  local  TDR  program  through  enactment  of  AB  2649 
(Assemblymember  Tom  Ammiano). 

The  current  value  of  TDRs  is  estimated  at  $20  per  square  foot.  Based  on  this  value,  Port  staff 
estimates  that  the  upper  value  of  transferable  development  rights  for  Piers  19,  23,  and  29  could 
be  a  total  of  $18  million  in  2013  dollars. 
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Development  Projects 


The  Port's  development  projects  are  public-private  partnership  projects  in  which  a  developer 
enters  into  a  lease  of  up  to  66  years  with  the  Port  for  property,  secures  financing  and  is 
responsible  for  project  delivery.  The  Pier  15-17  development  project  on  behalf  of  The 
Exploratorium  began  construction  in  November  2010.  As  previously  noted,  cost  estimates 
included  in  this  Plan  include  only  repair  and  replacement  costs  and  seismic  upgrades  the  Port 
would  need  to  conduct  in  order  to  continue  operating  these  facilities  for  current  uses. 

Pier  9  -  Autodesk:  Autodesk  is  an  American  multinational  corporation  that  focuses 
on  3D  design  software  for  use  in  the  architecture,  engineering,  construction,  manufacturing, 
media  and  entertainment  industries.  In  this  private-public  lease  development  project,  Autodesk 
will  construct  a  minimum  of  $7  million  of  core  and  shell  and  tenant  improvements.  Autodesk 
will  receive  an  amortized  credit  for  core  and  shell  improvement  only  in  the  amount  of  $2.8 
million,  which  addresses  (and  reduces)  Pier  9  need  as  defined  in  the  Plan.  It  is  anticipated  that 
the  final  project  costs  will  exceed  $12  million;  most  of  these  investments  represent  capital 
enhancements  to  Pier  9. 

SWL  337  and  Pier  48:  SWL  337  and  Pier  48  represent  an  approximate  20  acre  mixed  use 
development  site.  The  Port  has  entered  into  an  Exclusive  Negotiation  Agreement  with  Seawall 
Lot  337  Associates,  LLC,  an  affiliate  of  the  San  Francisco  Giants.  The  current  proposal 
envisions  up  to  1.7  million  sf  of  office  space,  up  to  1,000  units  of  rental  housing,  up  to  250,000 
sf  of  retail  and  8  acres  of  public  open  space.  Capital  improvements  in  excess  of  $100  million 
would  build  required  site  infrastructure  with  funding  primarily  sourced  in  developer  equity  and 
repaid  by  IFD  and  Port  land  value.  To  increase  return  on  Port's  land  value,  staff  is  investigating 
the  potential  for  substituting  portions  of  developer  equity  with  public  financing  mechanisms. 
Under  the  construct  of  SB  815,  this  will  result  in  increased  revenues  dedicated  to  future  capital 
improvements  to  the  Port's  finger  piers  and  other  historic  structures  which  can  be  programmed  in 
future  iterations  of  the  Capital  Plan. 

SWL  351:  The  SWL  351  development  project  would  transform  an  approximately  28,000  square 
foot  paved  parking  lot  by  combining  it  with  adjacent  private  property  to  create  new  waterfront 
parks,  retail  and  parking  resources.  This  project  has  been  approved  by  the  Port  Commission  and 
the  Board  of  Supervisors  and  is  fully  entitled.  The  CEQA  approvals  granted  by  these  bodies 
have  been  challenged  and  are  currently  in  litigation.  Also,  in  response  to  approved  height 
increases  for  a  portion  of  the  project  site,  a  referendum  campaign  succeeded  in  gathering  enough 
voter  signatures  to  qualify  this  issue  for  a  public  vote  on  the  November  2013  ballot.  Should  the 
referendum  to  disallow  approved  height  increases  fail  at  the  ballot,  the  project  is  expected  to 
commence  construction  in  early  2014.  Capital  improvements  of  approximately  $9.5  million  are 
required  to  build  site  infrastructure  including  parks,  open  space  and  a  retail  structure  and  are 
funded  by  developer  equity  with  up  to  $5  million  of  these  public  improvement  costs  reimbursed 
from  proceeds  of  a  proposed  Infrastructure  Financing  District.  The  IFD  project  area  needed  to 
capture  this  reimbursement  is  still  subject  to  Board  approval.  These  projects  represent  $9.5 
million  in  capital  enhancements  in  this  Plan. 

Pier  70  -  Orton  Development:  The  20th  Street  Historic  Buildings  are  six  buildings  on  or  near 
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20th  Street  at  Pier  70.  These  historic  resources,  some  dating  to  the  1880s,  are  in  need  of 
substantial  investment  to  return  to  active  use.  Following  a  competitive  solicitation  process,  in 
May  2012,  the  Port  entered  into  an  exclusive  negotiations  agreement  with  Orton  Development 
Inc.  for  a  public/private  partnership  to  rehabilitate  these  buildings.  In  total,  these  buildings  have 
over  250,000  square  feet  of  building  space  with  potential  in  some  cases,  for  additional  mezzanine 
construction.  The  current  capital  cost  estimate  is  from  $60  to  $75  million.  The  Port  will 
contribute  $1.5  million  to  the  project  (repositioning  funds  previously  committed  to  a  temporary 
shoring  of  one  of  the  buildings).  Orton  will  invest  up  to  $14  million  of  equity  in  the  project  and 
secure  the  remainder  of  the  funding  from  leasehold  mortgage  and  historic  tax  credit  investors. 
The  Port  defers  its  rent  from  the  project  until  Orton's  equity  investment  is  repaid.  These 
investments  represent  a  significant  investment  in  and  corresponding  reduction  in  Pier  70-related 
capital  needs  in  this  Plan. 

Pier  70  -  Forest  City  Development:  The  Pier  70  Waterfront  Site  is  approximately  25  acres  at 
the  eastern  edge  of  Pier  70,  a  site  for  new  mixed-use  development.  The  Port  is  in  exclusive 
negotiations  with  Forest  City  Development  California,  Inc.  for  development  of  this  site.  Forest 
City  is  currently  engaging  with  the  community  on  its  proposed  vision  for  the  Waterfront  Site, 
which  will  be  presented  to  the  Port  Commission  early  next  year.  Forest  City  will  also  work  with 
the  Port  and  the  Office  of  Economic  and  Workforce  Development  to  define  an  infrastructure 
system  and  regulatory  framework  that  serves  the  Waterfront  Site  and  Pier  70  as  a  whole.  Capital 
improvements  in  excess  of  $150  million  would  build  required  site  infrastructure  with  funding 
primarily  sourced  in  developer  equity  and  repaid  by  IFD  and  Port  land  value.  Staff  is 
investigating  the  potential  for  substituting  portions  of  developer  equity  with  public  financing 
mechanisms.  This  project  includes  a  funding  strategy  to  upgrade  three  historic  Pier  70  buildings 
(Buildings  12,  21  and  6),  addressing  defined  capital  needs  in  this  Plan.  The  project  also  includes 
substantial  capital  enhancements  in  the  form  of  new  streets  and  utility  infrastructure  for  the 
broader  Pier  70  area,  as  well  as  a  potential  source  of  capital  funding  for  other  Pier  70  needs. 

Leasing  Projects 

Re-leasing  five  Northern  Waterfront  facilities  currently  serving  as  America's  Cup  venues 
represents  a  significant  opportunity  for  higher  and  better  uses  over  previous  shed  space.  A 
careful  re-leasing  strategy  will  provide  for  uses  that  complement  the  investments  at  The 
Exploratorium  and  Cruise  Terminal  and  enhance  Port  revenues.  Port  staff  expects  that  potential 
changes  in  use  at  one  or  more  of  these  facilities  could  require  significant  Port-funded  capital 
investments  in  order  to  increase  revenues  from  these  sites.  Potential  sources  of  capital  funding  to 
effectuate  such  upgrades  include  funding  from  prospective  tenants  or  judicious  use  of  existing 
Port  debt  capacity,  where  projects  can  demonstrate  a  significant  return  on  investment. 

The  Port  is  experiencing  an  enormous  period  of  transition  at  multiple  locations  along  the 
waterfront.  In  preparing  for  the  34th  America's  Cup,  Port  Real  Estate  staff  moved  37  tenants;  22 
of  these  tenants  relocated  to  vacant  space  on  Port  property,  primarily  in  Piers  26,  28  and  50.  If 
the  defense  of  the  35th  America's  Cup  does  not  occur  in  San  Francisco,  the  City  will  end  its 
subsidy  of  lost-rent  to  the  Port,  and  the  Port  will  face  extraordinarily  short  timelines  under  which 
it  will  have  to  contemplate  re-leasing  these  facilities,  including  Piers  19,  IW2,  23,  29,  and  2W2. 
In  2013,  the  Port  Real  Estate  and  Planning  and  Development  Divisions  will  lead  a  planning 
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effort  to  develop  re-leasing  strategies  for  each  of  these  sites  to  develop  conceptual  use  programs 
and  identify  the  need  for  any  further  capital  improvements  necessary.  Possible  concepts  include: 

Pier  19-19V2:  Conduct  a  possible  public  Request  for  Interest  to  determine  market  interest  in  this 
location.  In  the  absence  of  interest  in  the  whole  pier,  warehouse  use  is  possible.  If  a  wall  can  be 
constructed  between  Pier  19  and  Pier  19Vi,  possible  parking  use  in  Pier  \9Vz.  These  uses  may 
require  capital  enhancements  to  accommodate  future  tenants;  the  Plan  also  envisions  the  need  to 
invest  in  the  Pier  19  north  apron  within  5  years  of  the  Certificate  of  Occupancy  for  the  Pier  27 
Cruise  Terminal,  pursuant  to  the  BCDC  major  permit  for  that  project. 

Pier  23:  Possible  temporary  parking  use,  providing  flexibility  for  future  development  pursuant  to 
a  Port-led  development  effort.  In  the  absence  of  development,  a  mix  of  light  industrial  and  office 
use  in  existing  offices.  Possible  extended  Event  Authority  use.  These  uses  may  require  capital 
enhancements  to  accommodate  future  tenants;  the  Plan  also  envisions  the  need  to  invest  in  the 
Pier  23  south  apron  within  5  years  of  the  Certificate  of  Occupancy  for  the  Pier  27  Cruise 
Terminal,  pursuant  to  the  BCDC  major  permit  for  that  project. 

Pier  29:  This  site  has  been  subject  to  extensive  investment  to  respond  to  the  fire  damage  to  the 
Pier  29  bulkhead.  These  new  investments,  including  sprinkling  of  the  entire  shed,  coupled  with 
the  Pier  27  Cruise  Terminal  improvements  and  the  planned  investment  in  the  Northeast  Wharf 
Plaza,  make  this  site  a  unique  opportunity  to  consider  a  change  of  use.  Possible  uses  include 
retail  use,  light  industrial  use  (such  as  maker  space),  and  potential  office  use. 

Pier  29V2:  Possible  parking  use. 

The  Northern  Waterfront  is  not  the  only  location  that  is  experiencing  significant  shifts  in  historic 
use  patterns.  The  San  Francisco  Municipal  Transportation  Agency's  towed  auto  storage  facility 
is  moving  from  Pier  70  to  a  site  in  Brisbane.  While  development  is  planned  at  Pier  70,  the 
current  expectation  is  that  the  buildout  of  the  site  will  last  until  2030,  so  partial  leasing  of  the  site 
may  last  until  that  time.  Likely  uses  including  leasing  of  paved  land  and  industrial  buildings. 
Few,  if  any,  capital  investments  are  anticipated  to  support  this  leasing. 

Federal  and  State  Funding 

While  project-based  funding  continues  to  be  classified  as  "earmarking"  by  the  United  States 
Congress  and  is  prohibited,  programmatic  changes  to  the  law,  where  benefits  are  applied  by 
formula,  are  still  allowable.  This  Plan  discusses  both  programmatic  funding  sources  and  project- 
based  funding  sources  in  anticipation  that  earmarking  rules  will  be  revised  over  the  life  of  this 
Plan  to  allow  projects  already  explicitly  authorized  by  Congress  to  be  eligible  for  appropriations 
(currently  they  are  ineligible).  Because  congressional  authorizations  do  not  expire,  this  Plan 
continues  to  list  the  remaining  $20.2  million  in  funds  authorized  by  Congress  under  WRDA07  as 
a  source,  though  in  the  last  half  of  the  Plan.  If  earmarking  rules  are  revised,  the  Port  will  submit 
in  earnest  (see  below)  a  request  for  a  modification  to  this  authorization  to  add  a  request  for  repair 
assistance  to  the  seawall.  Success  here  would  add  this  funding  as  a  source  to  the  Port's  10- Year 
Capital  Plan. 
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United  States  Army  Corps  of  Engineers  (USACE)  -  Programmatic  Funding 

•  WRDA  2012,  Expanded  Uses  of  the  Harbor  Maintenance  Trust  Fund  -  Berth 
Dredging  -  Draft  legislation  under  serious  consideration  in  Congress  would  allow  for 
expanded  uses  of  monies  for  the  Harbor  Maintenance  Trust  Fund  that  would  make 
berths  adjacent  to  federal  channels  eligible  for  federal  cost  share.  Currently  the  Port 
expends  roughly  $5  million  per  year,  or  approximately  50%  of  all  available  Port 
capital  funds,  on  berth  dredging.  Port  staff  will  be  using  all  available  resources  to 
support  this  legislation.  A  recovery  of  Port  dredging  expense  would  benefit  the  Plan 
by  redirecting  a  significant  portion  of  the  Port's  annually  available  capital  funds  — as 
much  as  one  third  of  it —  away  from  short  term  capital  maintenance  (dredging) 
toward  longer  term,  enduring  infrastructure  improvements. 

•  Continuing  Authorities  Program  Section  107  (CAP107),  Central  Basin  Dredging  - 

The  Central  Basin  is  the  approach  to  the  Pier  70  Shipyard's  primary  dry  dock  facility. 
Dredging  of  this  approach  is  critical  to  operations  of  the  shipyard.  While  the  drydock 
itself  is  the  largest  privately  operated  repair  facility  of  its  kind  on  the  west  coast  of  the 
Americas,  the  increasingly  restrictive  siltation  in  the  Central  Basin  is  limiting  the 
number  and  type  of  vessels  that  can  access  it.  In  September  2009,  the  Port  requested 
dredging  assistance  from  the  Army  Corps  under  CAP  107.  Through  this  program  the 
Army  Corps  would  provide  $3  million  in  Federal  funding,  which  is  75  percent  of  the 
estimated  cost  of  the  dredge  project,  and  upon  completion,  assume  responsibility  for 
ongoing  maintenance  dredging.  The  Port  and  its  shipyard  tenant,  BAE  systems, 
would  split  the  required  $  1  million  match.  After  a  series  of  federal  funding  delays, 
this  project  has  resumed,  and  the  Port  is  engaged  with  the  Army  Corps  on  entering 
into  an  agreement  with  that  agency  that  will  allow  study  activity  to  begin.  If 
successful,  this  partnership  could  lead  to  ongoing  federal  involvement  with  dredging 
of  this  water  basin,  which  would  allow  the  Port  to  include  additional  federal  funding 
to  the  sources  utilized  by  this  Plan. 

•  Continuing  Authorities  Program  Section  103/205,  Seawall  Study  -  In  December  of 
2012,  the  Port  made  an  official  request  of  the  United  States  Army  Corps  of  Engineers 
for  assistance  in  studying  the  condition  of  San  Francisco's  seawall.  This  request, 
made  pursuant  to  the  River  and  Harbor  Act  of  1960,  as  amended,  Continuing 
Authorities  Program  Sections  103  and  205,  will  provide  the  basis  for  a  construction 
improvement  project  addressing  both  structural  stability  and  future  sea  level  rise. 
Should  the  study  determine  that  there  is  a  federal  interest  in  San  Francisco's  seawall, 
as  much  as  $7  million  in  additional  federal  resources  will  become  directly  accessible 
to  the  project.  Additional  funding  may  also  become  indirectly  available,  should  the 
project  look  to  exceed  the  Continuing  Authorities  Program  statutory  project  funding 
limit.  This  study  will  have  the  additional  benefit  of  enabling  the  Port  to  take  a  more 
holistic  approach  to  maintenance  of  the  Port's  seawall.  Currently,  the  various 
geographic  elements  of  the  structure  are  modeled  independently  with  closer 
association  to  co-located  structures  than  with  the  seawall  itself.  While  the  Port's 
capital  model,  FRRM,  does  account  for  maintenance  of  these  structures,  there  is 
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currently  no  disambiguated  cost  estimate  for  maintenance  of  the  seawall  over  the  10- 
Year  period  of  the  Plan. 

United  States  Army  Corps  of  Engineers  (USACE)  -  Project  Funding 

In  2006,  Port  staff,  working  with  Mayor  Gavin  Newsom's  Office,  successfully  petitioned  the 
office  of  House  of  Representatives  Speaker  Nancy  Pelosi  to  carry  a  new  federal  authorization 
for  a  number  of  the  Port's  facilities.  The  legislative  vehicle  for  this  authorization  is  the  Water 
Resources  Development  Act  of  2007  (WRDA  07).  Section  5051  of  that  legislation  authorizes 
USACE,  in  cooperation  with  the  Port  of  San  Francisco,  to  seek  appropriation  of  $25  million  for 
"...repair  and  removal,  as  appropriate,  of  Piers  30-32,  35,  36,  70  (including  Wharves  7  and  8), 
and  80  in  San  Francisco,  California,  substantially  in  accordance  with  the  Port's  redevelopment 
plan."  All  funding  from  this  source  requires  a  2: 1  match  from  the  Port.  The  Port  has 
traditionally  been  the  only  City  department  with  projects  eligible  for  funding  from  the  Army 
Corps. 

As  of  the  writing  of  this  Plan,  the  United  States  Congress  continues  to  operate  under  a  two-year 
moratorium  on  congressionally  directed  spending,  i.e.,  direct  "project"  funding.  However, 
because  this  moratorium  has  a  differential  impact  across  funding  sources  -in  particular,  the 
budget  for  the  Army  Corps  is  more  affected  than  others-  there  is  a  great  deal  of  speculation 
that  the  definition  of  "earmark"  may  be  revised  shortly  following  2013  elections.  If  Congress 
does  undertake  any  easing  of  these  restrictions,  the  probability  of  the  Port  receiving  additional 
federal  funding  for  the  projects  listed  below  will  greatly  increase: 

•  WRDA  2012,  Seawall  Repair  and  Derelict  Piling  Removal  -  Though  WRDA 
legislation  is  intended  to  be  biennial,  as  a  matter  of  practice,  these  new  authorizations 
are  passed  into  law  much  less  frequently.  For  the  next  WRDA,  Port  staff  will  submit 
to  House  of  Representatives  Minority  Leader  Nancy  Pelosi  and  Senators  Barbara 
Boxer  and  Dianne  Feinstein  language  to  amend  the  Port's  existing  WRDA  07 
authorization  to  increase  the  amount  of  funding  authorized,  and  to  make  eligible 
appropriations  for  seawall  construction  or  repair  and  removal  of  derelict  pilings. 

•  WRDA  07,  Piers  35  and  70  -  Following  requests  from  Port  staff,  Speaker  Pelosi's 
office  agreed  to  carry  an  appropriation  request  for  repairs  to  the  Port's  Pier  35  cruise 
terminal  and  for  removal  of  wharves  7  and  8  at  Pier  70.  Through  the  committee 
process,  the  amount  listed  in  proposed  law  was  reduced  to  $5  million  for  repairs  to 
Pier  35  only.  While  smaller  amounts  of  funding  will  be  effective  in  prolonging  the 
life  of  Pier  35,  this  Plan  assumes  $15  million  is  required  to  fully  repair  that  pier  and 
$3  million  is  required  for  removal  of  wharves  7  &  8  at  Pier  70.  The  appropriations 
bill  containing  that  funding  expired,  and  as  things  stand  today,  there  is  no  expectation 
that  the  Port  will  be  able  to  appropriate  this  or  any  other  funding  authorized  under 
WRDA  07  in  the  next  few  years. 

Mixed  State  and  Federal  Sources  -  Ferry  Terminal  Expansion  Project 

The  San  Francisco  Bay  Area  Water  Emergency  Transportation  Authority  (WETA)  is  proposing  a 
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$117  million  expansion  and  improvements  to  the  Downtown  San  Francisco  Ferry  Terminal  at  the 
Port  of  San  Francisco  Ferry  Building,  which  will  utilize  federal  and  state  funding.  WETA  and 
the  Port  have  entered  into  a  Memorandum  of  Understanding  (MOU)  to  undertake  a  coordinated 
planning  effort  for  the  Downtown  San  Francisco  Ferry  Terminal  Expansion  project  in 
accordance  with  the  Port's  objectives  for  stewardship  of  the  San  Francisco  waterfront  and 
WETA's  mission  to  provide  ferry  service  and  emergency  operations.  The  project  would  expand 
the  number  of  ferry  gates,  improve  pedestrian  circulation  and  ferry  patron  boarding,  and  enhance 
emergency  response  capabilities  to  evacuate  people  from  San  Francisco  in  the  event  of  a  major 
catastrophic  event. 

The  Downtown  Ferry  Terminal  project  has  two  phases:  Phase  I  of  the  Downtown  Ferry  Terminal 
project  was  completed  in  2003  and  included  the  construction  of  the  existing  Gates  B  and  E  as 
well  as  the  Pier  14  breakwater  and  related  public  access  and  circulation  improvements. 
Completion  of  the  Phase  II  improvements,  which  will  mark  the  full  build-out  of  the  Downtown 
Ferry  Terminal,  is  expected  in  2017.  The  project  area  includes  the  Ferry  Building,  the  Ferry 
Plaza,  the  Agriculture  Building,  Pier  Vi,  and  Pier  2.  The  project  includes  demolition,  removal, 
repair,  and  replacement  of  existing  facilities,  as  well  as  construction  of  new  facilities  in  the 
project  area.  The  Downtown  Ferry  Terminal  can  generally  be  divided  into  the  North  Basin 
(areas  north  of  the  Ferry  Plaza)  and  South  Basin  (areas  south  of  the  Ferry  Plaza).  This  Plan 
assumes  WETA  will  have  necessary  funds  to  construct  three  new  ferry  floats  and  associated 
landside  improvements.  WETA  anticipates  at  least  two  construction  phases  (north  and  south  of 
the  Ferry  Building)  to  complete  this  project. 

United  States  Department  of  Defense  (DOD) 

As  noted  earlier,  new  rules  governing  congressionally  directed  spending  currently  prevent  the 
Port  from  seeking  new  DOD  funding.  That  said,  any  relaxation  of  the  new  restrictions  is  likely 
to  impact  the  Department  of  Defense  budget,  which  is  largely  project-specific.  Port  staff 
members  are  hopeful  that  these  changes  are  coming,  but  this  Plan  does  not  program  any  DOD 
funding  in  the  first  five  years.  Should  additional  funding  become  available,  the  Port  would 
pursue  additional  funding  for  Pier  70,  where  there  is  a  clear  connection  to  the  United  States 
Navy  and  the  role  the  shipyard  played  during  World  War  II. 

•    Demolition  of  Drydock  #1  -  Working  through  House  Speaker  Nancy  Pelosi's  Office, 
Port  staff  wrote,  and  Congress  passed  into  law  a  $3  million  appropriation  for 
remediation  and  demolition  of  Drydock  #1.  The  Department  of  Defense  engaged  the 
salvage  arm  of  the  United  States  Navy  to  administer  the  funding,  who  in  turn, 
contracted  with  Titan  Salvage  to  do  the  work.  These  federal  monies  will  fund  just 
under  50%  of  project  costs,  and  the  Port  will  expend  Port  capital  funds  to  complete 
the  project.  The  current  project  schedule  would  have  this  project  conclude  in  the 
summer  of  2013. 

United  States  Department  of  Transportation 

Looking  toward  emerging  sources  of  federal  funding,  the  Port  has  been  included  in  the  City's 
request  for  inclusion  in  the  next  major  transportation  reauthorization  act.  Whether  or  not  the 
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Port's  entry  ultimately  becomes  part  of  new  transportation  authorizations  and  is  funded,  the  scale 
of  the  potential  benefit  makes  it  worth  noting.  The  Port  could  see  funding  from  this  source 
ranging  from  $15-30  million.  The  candidate  projects  are: 

•  Cargo  Way:  a  3A  of  a  mile  roadway  in  the  southeast  section  of  San  Francisco  that  is  a 
primary  access  route  serving  a  number  of  active  development  and  redevelopment 
projects.  The  City  has  developed  a  plan  to  rebuild  the  roadway  that  would  address  a 
number  of  project  goals,  including  providing  direct  access  to  support  the  Candlestick 
Hunters  Point  Shipyard  Redevelopment  Area,  supporting  the  Port  of  San  Francisco's 
maritime  eco-industrial  park,  closing  a  gap  and  providing  safe  pedestrian  and  bicycle 
facilities  along  the  Bay  area's  nine-county  Bay  Trail  and  the  City's  Blue  Greenway,  and 
improving  Bay  water  quality  by  reducing  a  significant  amount  of  waste  water  being  sent 
to  the  City's  over-capacity  Southeast  Water  Treatment  Facility.  In  addition,  this  project  is 
included  in  the  San  Francisco  Bi-County  Transportation  projects  and  the  Bayview 
Transportation  Improvements  projects. 

•  2Cfh  Street  Extension:  20th  Street  within  the  Historic  Pier  70  Area  is  the  primary  access 
route  serving  one  of  the  City's  most  important  historic  districts.  The  existing  20th  Street 
requires  upgrading  to  accommodate  modern  transportation  and  infrastructure.  This  is 
needed  in  order  to  extend  and  connect  the  area  into  the  regional  transportation  system, 
providing  a  connection  to  a  planned  20th  Street  Ferry  Terminal  and  closing  a  gap  in  the  9 
county  regional  Baytrail  system.  An  improved  20th  Street  will  provide  the  necessary 
infrastructure  to  allow  for  significant  new  infill  development  and  the  adaptive  reuse  of 
some  the  City's  most  important  historic  resources. 

Federal  Grants 

Port  staff  members  have  been  in  continuous  pursuit  of  federal  grant  funding.  In  January  201 1, 
FEMA  made  awards  for  applications  submitted  during  grant  years  2007,  2007  Supplemental, 
2008,  2009  and  2010.  The  Port  received  the  largest  federal  grant  award  to  date,  for  four  separate 
projects,  totaling  $11  million.  These  projects  will  fund  a  number  of  different  security 
improvements  over  the  next  year,  with  $7.8  million  going  to  provide  comprehensive  security 
improvements  to  the  Pier  27  Cruise  Terminal. 

Additionally,  Port  staff  are  actively  pursuing  implementation  of  a  $3  million  award  from  the  U.S. 
Department  of  Transportation,  Federal  Railway  Administration  (with  the  top  scoring  project, 
nation-wide)  to  improve  reliability  and  efficiency  of  rail  movement  through  track  and  switching 
upgrades  to  the  Port's  primary  rail  spur,  the  Quint  Street  Lead.  This  award  is  strategically 
important  for  the  Port,  as  it  supports  the  larger  goal  of  (and  is  a  necessary  component  to)  creating 
a  robust  export  terminal  at  Pier  96  serviced  by  six-axle  locomotives.  This  Plan  assumes  iron  ore 
as  the  export  commodity,  with  appropriate  weight  capacity  and  resiliency  built  in  to  associated 
infrastructure  improvements. 


VII.    Waterfront  Area  Maps 

The  following  pages  illustrate  the  various  Port  locations  affected  by  this  10- Year  Capital  Plan 
and  the  related  Plan  of  Finance  sources. 
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VIII.  Conclusions 


The  Port's  10- Year  Capital  Plan  continues  to  evolve  since  its  inception  seven  years  ago.  The  Port 
has  used  the  information  that  the  Plan  generates  to  develop  and  implement  its  legislative  and 
financing  strategies  to  redevelop  the  City's  waterfront,  fulfill  its  public  trust  mission,  and 
reconnect  the  City  with  its  waterfront. 

In  the  historic  context  of  development  along  the  waterfront  in  support  of  the  Port's  mission,  no 
capital  improvement  stands  out  more  than  construction  of  the  new  James  R.  Herman  Cruise 
Terminal  at  Pier  27.  On  the  eve  of  the  Port's  150th  anniversary,  this  long-envisioned,  new 
bedrock  to  Port  operations  identifies  San  Francisco  as  a  city  hospitable  to  the  cruise  industry  and 
as  a  custodian  of  the  public  trust,  facilitating  visitors  to  our  great  city. 

Since  the  first  Plan  in  2006,  the  Port  has  used  this  document  to  guide  a  total  in  investment  of 
nearly  a  quarter-billion  dollars  in  non-developer  funding.  Still,  a  persistent  gap  remains  between 
the  Port's  available  resources  and  ever  growing  need.  It  is  a  clear  challenge,  but  one  the  Port  has 
demonstrated  it  has  the  fortitude  as  an  institution  to  meet.  While  this  Plan  is  a  forward  looking 
document,  it  is  our  history  of  continual  improvement  that  has  generated  opportunity  for  growth, 
and  leveraged  even  greater  opportunity.  This  Plan  was  integral  to  the  Port's  issuance  of  its 
revenue  bonds  as  well  as  to  the  submittal  and  award  of  the  City's  bid  to  host  the  34th  America's 
Cup.  It  provides  a  solid  framework  and  confidence-building,  holistic  view  of  the  Port  to 
interested  constituents,  as  well  as  to  general  audiences  in  the  press. 

As  a  road-map,  the  Plan  has  enabled  stronger  application  for  Federal  grant  funding,  and  stronger 
footing  for  inclusion  in  future  City-sponsored  general  obligation  bonds.  As  a  demonstration  of 
the  growing  inadequacy  of  private  equity  alone  to  address  the  Port's  capital  infrastructure  needs, 
the  Plan  served  a  vital  role  in  supporting  legislative  changes  to  the  Port's  ability  to  develop  Pier 
70. 

The  suite  of  capital  improvements  the  Port  will  have  completed  in  preparation  for  the  34th 
America's  Cup  will  not  only  further  the  Port's  mission  as  a  public  agency  in  dramatic  fashion, 
but  support  wider  goals  of  the  City  and  partnering  agencies.  Among  other  important 
improvements,  removal  of  Piers  Vi  and  64  will  continue  the  process  of  revealing  Bay  waters  and 
vistas  for  users  on  either  side  of  the  shoreline,  while  simultaneously  actuating  key  elements  of 
Mayor  Edwin  M.  Lee's  17-Point  Jobs  Plan  that  look  to  removal  of  blight  and  infrastructure 
improvement. 

As  the  Port  focuses  attention  on  San  Francisco's  seawall,  the  Under  Pier  Utility  Infrastructure 
Program,  the  new  cruise  terminal  at  Pier  27,  as  well  as  revenue  bond  and  general  obligation  bond 
funded  projects  over  the  next  five  years  of  the  Plan,  it  is  clear  that  the  Port  must  pivot  quickly  to 
repurpose  piers  that  are  used  for  the  34th  America's  Cup.  .  This  challenge  also  represents  an 
opportunity  for  the  Port  to  explore  new  methods  of  increasing  returns  to  the  Harbor  Fund  from 
use  and/or  development  of  the  piers. 
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This  Plan  will  continue  to  evolve,  as  the  long  journey  ahead  of  the  Port  will,  from  time  to  time, 
bring  new  and  unexpected  challenges.  The  waterfront  has  seen  a  series  of  transformative  events 
since  the  Loma  Prieta  earthquake  in  1989:  the  removal  of  the  Embarcadero  Freeway,  the 
Embarcadero  Roadway  project,  the  opening  of  AT&T  Ballpark  and  the  world-class  Ferry 
Building  rehabilitation  project,  among  others.  Hosting  the  34th  America's  Cup  in  the  newly 
constructed  international  cruise  terminal  during  the  Port's  150th  year  will  stand  out  as  a  year  like 
none  other. 

The  level  of  coordination  between  Port  staff,  the  Mayor's  Office,  City  Departments  and  the 
Board  of  Supervisors  that  has  unfolded  over  the  last  year  during  preparations  for  the  America's 
Cup  has  been  particularly  welcome.  Port  staff  has  enjoyed  working  as  part  of  a  broader  City 
team  to  deliver  on  an  economic  development  project  of  City  wide  significance.  In  order  to  fulfill 
the  promise  of  the  34th  America's  Cup  -  and  to  transition  what  will  follow  these  exciting  sailing 
events  on  San  Francisco  Bay  -  Port  staff  looks  forward  to  continuing  this  cooperation. 

As  the  Port's  history  demonstrates,  seizing  opportunity  as  it  presents  itself  creates  future 
opportunity.  It  is  through  careful  planning  and  bountiful  partnership  that  we  are  able  to  make  the 
most  of  what  lies  ahead. 
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APPENDIX  A  -  10-Year  Need  Summary,  by  Facility 


Definitions 

Building  Type:  This  is  the  fundamental  structure  type,  where  a  'simple'  building  is  a  warehouse  or 
garage  structure  with  limited  subsystems,  a  'basic'  building  is  a  standard  commercial  structure  with 
appropriate  subsystems,  'small'  buildings  are  less  than  5,000  square  feet  (and  as  such,  the  method  for 
estimating  costs  for  these  structures  is  simplified),  and  a  'pier'  is  a  pile  supported  over-water  foundation 
structure  (as  distinct  from  a  shed  building  that  sit  atop  a  pier). 

Backlog:  The  accumulation  of  all  overdue  needed  repair  work,  as  of  year  one  of  this  Plan. 

10- Year  Renewals:  Costs  for  replacing  building  subsystems  that  will  reach  the  end  of  their  life  between 
year  one  and  year  10  of  this  Plan. 

One  Time  Costs:  Costs  that  are  singular  in  nature,  such  as  a  seismic  upgrade,  as  differentiated  from  the 
cyclical  costs  of  replacing  building  subsystems  at  the  end  of  their  lifetime  (e.g.,  many  roofs  at  the  Port 
are  30-year  roofs,  and  as  such,  are  on  a  30-year  replacement  schedule). 

1 0-Year  Summary  by  Building  


Bldg. 
no. 

□uiiuing  Name 

Building 
Type 

DaCKlOg 

1 0-Year 
rienewais 

One 
Time 

IsOStS 

i  oiai 

1840 

Copra  Crane 

BASIC 

$817 

$0 

$0 

$817 

1001 

Downtown  Ferry  Terminal 

BASIC 

$692 

$0 

$2,389 

$3,081 

3270 

Epic  Roasthouse 

BASIC 

$0 

$0 

$0 

$0 

0000 

Equipment 

BASIC 

$0 

$0 

$16,446 

$16,446 

2740 

Fac.  200  -  World  Trade  Club 

BASIC 

$308 

$1,054 

$805 

$2,167 

Restaurant 

2000 

Fac.  2000  -  Ferry  Plaza 

PIER 

$577 

$356 

$0 

$933 

2750 

Fac.  274-175  -  Ferry  Building 

BASIC 

$0 

$337 

$328 

$665 

Clock  Tower 

2750 

Fac.  274-275  Ferry  Building 

BASIC 

$0 

$8,223 

$7,994 

$16,217 

2780 

Fac.  278  Agriculture  Bldg 

PIER 

$5,166 

$0 

$2,832 

$7,998 

Substructure 

2780 

Fac.  278  Agriculture  Building 

BASIC 

$3,439 

$262 

$594 

$4,296 

2750 

Ferry  Building:  Fac.  274  -  275 

PIER 

$0 

$0 

$0 

$0 

6020 

Freight  Yard  -  Intermodal 

Street 

$3,648 

$10,698 

$4,595 

$18,941 

Container  Transfer  Facility 

1980 

Herons  Head  Park 

BASIC 

$183 

$0 

$206 

$389 

2500 

Hyde  Street  Pier 

PIER 

$0 

$0 

$0 

$0 

2500 

Hyde  Street  Pier  -  Storage 

SMALL 

$0 

$151 

$0 

$151 

Buildings  (3) 

5470H 

Joint  Operations  Center  /  Hyde 

SIMPLE 

$0 

$0 

$0 

$0 

Harbor  Office 

000 

Leased  PIER 

Port 

$0 

$42,528 

$0 

$42,528 

Wide 

1010 

Pier  1 

PIER 

$0 

$80 

$0 

$80 

1010 

Pier  1  -  Office  Building 

BASIC 

$0 

$3,173 

$0 

$3,173 

1015 

Pier  1  1/2 

PIER 

$0 

$0 

$0 

$0 
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One 

Ruildinn 

LJ  U  II VI  ■  1  |U 

1 0-Year 

Time 

No. 

Building  Name 

Tvoe 

Backlog 

Renewals 

Costs 

Total 

1015 

Pier  1  1/2  -  Bulkhead/Shed 

BASIC 

$0 

$256 

$0 

$256 

Building 

1140 

Pier  14  (Public  Pier) 

PIER 

$0 

$0 

$0 

$0 

1 1 50 

Pier  15 

PIER 

$16,298 

$0 

$0 

$16,298 

1 1  so 

Pipr  1R  -  Rulkhpad/fihpH  Ruildinn 

SIMPLE 

O  1 1 VI 1  1 —  < — 

$2  952 

$544 

$3  735 

$7,231 

(contains  trailer 

1 155 

Pier  15/17  -  Office  on  Marginal 

SMALL 

$0 

$0 

$0 

$0 

Wharf 

1155 

Pier  15/17  Valley  -  demolition 

PIER 

$8,683 

$0 

$0 

$8,683 

1170 

Pier  17 

PIER 

$7,927 

$0 

$0 

$7,927 

1170 

Pier  17  -  Shed  Building 

SIMPLE 

$3,053 

$805 

$3,134 

$6,992 

1175 

Pier  17  1/2 

PIER 

$1,415 

$0 

$465 

$1,880 

1190 

Pier  19 

PIER 

$8,650 

$0 

$9,305 

$17,955 

1190 

Pier  19  -  Bulkhead/Shed  Building 

SIMPLE 

$1,313 

$163 

$2,626 

$4,102 

1195 

Pier  19  1/2 

PIER 

$5,069 

$0 

$2,779 

$7,848 

1195 

Pier  19  1/2  -  Bulkhead/Shed 

SIMPLE 

$612 

$75 

$1,175 

$1,862 

1020 

Pier  2 

PIER 

$4,221 

$0 

$2,014 

$6,235 

2770 

Pier  2  -  Sinbads 

BASIC 

$0 

$0 

$673 

$673 

1225 

Pier  22  1/2 

PIER 

$2,263 

$8 

$979 

$3,250 

1225 

Pier  22  1/2  -  Fire  Station 

BASIC 

$651 

$0 

$133 

$784 

1225 

Pier  22  1/2  -  Maintenance  / 

SMALL 

$0 

$0 

$0 

$0 

Recreation 

1230 

Pier  23 

PIER 

$6,023 

$0 

$9,907 

$15,930 

1230 

Pier  23  -  Bulkhead/Shed  Building 

SIMPLE 

$1 ,964 

$222 

$2,694 

$4,880 

1235 

Pier  23  1/2 

PIER 

$2,796 

$0 

$460 

$3,256 

1235 

Pier  23  1/2  Pier  23  Cafe 

SMALL 

$0 

$0 

$0 

$0 

1245 

Pier  24  1/2 

PIER 

$4,304 

$0 

$3,373 

$7,677 

1245 

Pier  24  1/2  -Bulkhead/Shed 

SIMPLE 

$589 

$0 

$751 

$1 ,340 

Building 

1260 

Pier  26 

PIER 

$14,716 

$0 

$14,786 

$29,502 

1260 

Pier  26  -  Bulkhead/Shed 

SIMPLE 

$2,046 

$1,101 

$3,450 

$6,597 

1265 

Pier  26  1/2 

PIER 

$3,243 

$0 

$2,615 

$5,858 

1265 

Pier  26.5  -  Bulkhead 

BASIC 

$2,124 

$867 

$0 

$2,991 

1270 

Pier  27 

PIER 

$494 

$426 

$0 

$920 

1270 

Pier  27  -  Office  Annex 

SMALL 

$536 

$0 

$0 

$536 

1280 

Pier  28 

PIER 

$9,451 

$0 

$13,947 

$23,398 

1280 

Pier  28  -  Bulkhead/Shed  Building 

SIMPLE 

$2,046 

$436 

$2,065 

$4,547 

1285 

Pier  28  1/2 

PIER 

$644 

$0 

$353 

$997 

1285 

Pier  28  1/2  -  Hidive  Restaurant 

SMALL 

$197 

$0 

$0 

$197 

1290 

Pier  29 

PIER 

$17,287 

$0 

$0 

$17,287 

1290 

Pier  29  -  *Bulkhead/Shed  Building 

SIMPLE 

$4,499 

$269 

$4,159 

$8,927 

1295 

Pier  29  1/2 

PIER 

$0 

$0 

$0 

$0 

1295 

Pier  29  1/2  -  Bulkhead  Building 

SIMPLE 

$1,374 

$91 

$1,410 

$2,875 

1030 

Pier  3 

PIER 

$7,725 

$0 

$5,976 

$13,701 

1030 

Pier  3  -  Bulkhead/Shed  Building 

BASIC 

$0 

$414 

$0 

$414 

1320 

Pier  30  and  32 

PIER 

$24,661 

$268 

$67,610 

$92,540 

1310 

Pier  31 

PIER 

$11,146 

$0 

$15,865 

$27,01 1 

1310 

Pier  31  -  Bulkhead/Shed  Building 

SIMPLE 

$2,867 

$1,318 

$2,553 

$6,738 
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One 

Bldg. 

Building 

10- Year 

Time 

No. 

Building  Name 

Tvoe 

Backlog 

Renewals 

Costs 

Total 

1315 

Pier  31  1/2 

PIER 

$3,494 

$0 

$2,873 

$6,367 

1325 

Pier  32  1/2  Marginal  Wharf 
(Brannon  St) 

PIER 

$0 

$0 

$0 

$0 

1330 

Pier  33 

PIER 

$6,198 

$0 

$10,332 

$16,530 

1330 

Pier  33  -  Bulkhead/Shed  Building 

SIMPLE 

$1,873 

$1,437 

$2,387 

$5,697 

1335 

Pier  33  1/2 

PIER 

$0 

$0 

$451 

$451 

1335 

Pier  33  1/2  -  Bulkhead  Building 

BASIC 

$1,604 

$104 

$0 

$1,708 

1345 

Pier  34  1/2  Marginal  Wharf 

PIER 

$0 

$0 

$0 

$0 

1350 

Pier  35  -  Bulkhead/Shed  Building 

BASIC 

$3,511 

$15,281 

$4,896 

$23,688 

1355 

Pier  35  1/2 

PIER 

$0 

$0 

$4,924 

$4,924 

1350 

Pier  35  Cruise  Terminal 

PIER 

$14,290 

$249 

$16,808 

$31,347 

1380 

Pier  38 

PIER 

$34,274 

$0 

$15,432 

$49,706 

1380 

Pier  38  -  Bulkhead/Shed  Building 

SIMPLE 

$289 

$1 ,772 

$2,979 

$5,040 

1385 

Pier  38  1/2 

PIER 

$598 

$0 

$491 

$1,089 

1390 

Pier  39 

PIER 

$0 

$0 

$0 

$0 

1390 

Pier  39  -  Retail  Shops 

BASIC 

$3,952 

$11,659 

$7,016 

$22,628 

1390 

Pier  39  -  Underwater  World 

BASIC 

$285 

$778 

$0 

$1 ,064 

1395 

Pier  39  1/2  Marginal  Wharf 

PIER 

$0 

$0 

$0 

$0 

1400 

Pier  40 

PIER 

$20,120 

$0 

$9,922 

$30,042 

1400 

Pier  40  -  Shed  Building 

SIMPLE 

$250 

$751 

$1,233 

$2,234 

1405 

Pier  40  1/2  (S  Beach  Harbor 
Wharf) 

PIER 

$2,642 

$0 

$434 

$3,076 

1405 

Pier  40  1/2  -  Java  House 

SMALL 

$0 

$0 

$0 

$0 

1400 

Pier  40  Restaurant  &  Robert 
Steck  Chandelry 

BASIC 

$51 

$208 

$215 

$473 

1410 

Pier  41 

PIER 

$0 

$0 

$3,077 

$3,077 

1415 

Pier  41  1/2 

PIER 

$0 

$0 

$0 

$0 

1415 

Pier  41  1/2  -  Blue&Gold  Bldg. 

BASIC 

$0 

$710 

$396 

$1,106 

1430 

Pier  43 

PIER 

$107 

$0 

$288 

$395 

1430 

Pier  43  -  Arch 

SMALL 

$0 

$0 

$0 

$0 

1435 

Pier  43  1/2 

PIER 

$0 

$0 

$0 

$0 

1435 

Pier  43  1/2  -  Franciscan 
Restaurant 

BASIC 

$601 

$638 

$384 

$1,623 

1435 

Pier  43  1/2  -  Red  &  White  Tours 

SMALL 

$0 

$0 

$0 

$0 

1450 

Pier  45 

PIER 

$1,368 

$2,380 

$0 

$3,748 

1450 

Pier  45  -  Shed  A 

SIMPLE 

$667 

$1,319 

$1,944 

$3,930 

1450 

Pier  45  -  Shed  B 

SIMPLE 

$671 

$1,326 

$1,954 

$3,951 

1450 

Pier  45  -  Shed  C 

SIMPLE 

$941 

$161 

$1,990 

$3,092 

1450 

Pier  45  -  Shed  D 

SIMPLE 

$663 

$1,141 

$1,765 

$3,569 

1461 

Pier  46B  China  Basin  Ferry 
Terminal 

PIER 

$873 

$0 

$0 

$873 

1470 

Pier  47  -  Guardinos  Storage  Bldg 

SMALL 

$0 

$58 

$0 

$58 

1470 

Pier  47  -  Scoma  /  Fish  Prep  Bldg 

SMALL 

$0 

$54 

$0 

$54 

1470 

Pier  47  -  Scoma  Storage  Bldg 

SMALL 

$0 

$94 

$0 

$94 

1470 

Pier  47  -  Scomas  Restaurant 

BASIC 

$353 

$1,113 

$333 

$1,799 

1470 

Pier  47  -  Scomas  Storage  Shed 

SMALL 

$0 

$20 

$0 

$20 

1470 

Pier  47  -  Wharf  J6,  J7,  J8 

PIER 

$1,922 

$0 

$4,160 

$6,082 

1470 

Pier  47  WF  Albert  Seafoods  Proc 
Bldg 

SIMPLE 

$130 

$84 

$175 

$389 
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One 

Bldg. 

Building 

10- Year 

Time 

No. 

Building  Name 

Type 

Backlog 

Renewals 

Costs 

Total 

1480 

Pier  48 

PIER 

$7,993 

$1,541 

$1,457 

$10,991 

1480 

Pier  48  -  Shed  A 

SIMPLE 

$1,640 

$394 

$0 

$2,035 

1480 

Pier  48  -  Shed  B 

SIMPLE 

$1,685 

$405 

$0 

$2,090 

1485 

Pier  48  1/2  -  Jellys  restaurant 

SMALL 

$0 

$0 

$0 

$0 

1  4.QD 

Pipr  AQ  -  Alintnc  Roctaiirpnt 

rasig 

DrA  0 1  w 

$^RR 

$71  9 

*p  1  1  c. 

(Wharf  J-1) 

i  *  v  i  i  ci  i  1  yj  ii 

1 490 

Pipr  49  -  Fishprman^  Grotto  No  Q 

BASIC 

$0 

$603 

$503 

$1  106 

(Wharf  J-1) 

1490 

Pier  49  -  Fishermans  Memorial 

SMALL 

$0 

$151 

$0 

$151 

Ghaopl 

1  490 

Pier  49  -  Guardinos  (Wharf  J-1) 

SMALL 

v  >  I V  i  1   «  ! —  ! — 

$0 

$0 

$0 

$0 

1490 

Pier  49  -  Sabella  &  Latorre  (Wharf 

SMALL 

$0 

$0 

$0 

$0 

1490 

J-1) 

Pier  49  -  Tarantinos  Restaurant 

BASIC 

$0 

$235 

$192 

$427 

(Wharf  J-1) 

Pior  AQ  -  Thp  Prah  ^tatinn  /Wharf 

J-1) 

9MAI  1 

OIVIr\l_l_ 

•tin 

<fcn 

1490 

Pier  49  Nicks  Liqhthouse  (Wharf 

SMALL 

$0 

$0 

$0 

$0 

1O50 

J-1) 
Pier  5 

PIER 

$0 

$0 

$0 

$0 

1055 

Pier  5  1/2  -  Bulkhead  Building 

BASIC 

$0 

$304 

$0 

$304 

1500 

Pier  50 

PIER 

$29,320 

$1,798 

$18,633 

$49,751 

1500 

Pier  50  -  Shed  A 

SIMPLE 

$2,165 

$348 

$1,996 

$4,508 

1500 

Pier  50  -  Shed  B 

SIMPLE 

$1,123 

$1,125 

$2,024 

$4,272 

1500 

Pier  50  -  Shed  C 

SIMPLE 

$1,353 

$1,487 

$2,432 

$5,271 

1500 

Pier  50  -  Shed  D 

SIMPLE 

$1,300 

$941 

$2,808 

$5,049 

1505 

Pier  50  1/2 

PIER 

$0 

$0 

$358 

$358 

2505 

Pier  50  Administration  Building 

BASIC 

$1,741 

$596 

$522 

$2,859 

1520 

Pier  52 

PIER 

$0 

$0 

$4,115 

$4,115 

1540 

Pier  54 

PIER 

$31,172 

$0 

$8,543 

$39,715 

1540 

Pier  54  -  Office  Bldg 

SMALL 

$505 

$0 

$0 

$505 

1540 

Pier  54  -  Oil  Shed 

SMALL 

$120 

$0 

$0 

$120 

1540 

Pier  54  -  Shed  Building 

SIMPLE 

$395 

$89 

$660 

$1,144 

1540 

Pier  54  -  Storage  Shed 

SMALL 

$0 

$40 

$0 

$40 

1600 

Pier  60  -  Wharf  -  wood  piles 

PIER 

$1,110 

$0 

$480 

$1,590 

1640 

Pier  64 

PIER 

$2,743 

$0 

$1,779 

$4,522 

1645 

Pier  64  1/2  Kellv  Mission  Rock 

BASIC 

$0 

$186 

$0 

$186 

y\f  I  WW 

Resort  Restnt 

1680 

Pier  68 

PIER 

$7,217 

$39,284 

$7,159 

$53,660 

1075 

Pier  7  -  The  Waterfront 

BASIC 

$290 

$235 

$163 

$689 

Restaurant 

1075 

Pier  7  1/2 

PIER 

$0 

$0 

$0 

$0 

1070 

Pier  7  Public  Pier 

PIER 

$0 

$0 

$0 

$0 

1700 

Pier  70 

PIER 

$50  452 

$0 

$Qci  R97 

1  fifiO 

Pipr  70.  -  Pier  RR  -  Rathrnnmc 

9MAI  I 

<fcfin 

>J)U 

<KRO 

Bldg.  #141 

1680 

Pier  70  -  Pier  68  -  Beth  Street 

SMALL 

$91 

$0 

$0 

$91 

Substation  #2,  Bldg.  #50 

1680 

Pier  70  -  Pier  68  -  Beth  Street 

SMALL 

$0 

$707 

$0 

$707 

Warehouse  Bldg.  #30 
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1680 

Pier  70  -  Pier  68  -  Blast  Shed 

SMALL 

$0 

$0 

$0 

$0 

Bldg.  #150 

$500 

1  DOU 

rier  /u  -  rier  do  -  Duner/oiediii 
Power  House  -  #103 

QMAI  I 

i  con 

I  DOU 

DiQr  7fl      Dior  ftP      RiiilHinn  HA  AO 

rier  /u  -  rier  oo  -  DUiiuing  #  i^y 

QMAI  1 
OlVlrtLL 

<t;n 

1680 

Pier  70  -  Pier  68  -  Cable/Electric 
bnop  -  Diag.ffoo 

SIMPLE 

$797 

$0 

$6,107 

$6,904 

1680 

Pier  70  -  Pier  68  -  Checkhouse 
#1 ,  Bldg.  #122 

SMALL 

$0 

$0 

$179 

$179 

1680 

Pier  70  -  Pier  68  -  Checkhouse 
#2,  Bldg.  #123 

SMALL 

$0 

$0 

$87 

$87 

1680 

Pier  70  -  Pier  68  -  Equipment 
Building  #36 

SIMPLE 

$321 

$44 

$2,490 

$2,854 

1680 

Pier  70  -  Pier  68  -  Machine  Shop  - 
bldg.  ffiuo 

SIMPLE 

$491 

$44 

$4,012 

$4,547 

1680 

Pier  70  -  Pier  68  -  near 
checkhouse  #2,  Building  #51 

SMALL 

$60 

$0 

$0 

$60 

1680 

Pier  70  -  Pier  68  -  Office  Bldg 
(#127) 

SMALL 

$0 

$0 

$0 

$0 

1680 

Pier  70  -  Pier  68  -  Office  Bldg 
Annex  to  #101,  Bldg.  #40 

BASIC 

$1 ,424 

$0 

$316 

$1,740 

1680 

Pier  70  -  Pier  68  -  Office  Building 
#101 

BASIC 

$6,590 

$0 

$27,925 

$34,515 

1680 

Pier  70  -  Pier  68  -  Office  Building 
#104 

BASIC 

$4,163 

$0 

$18,927 

$23,090 

1680 

Pier  70  -  Pier  68  - 
Office/Warehouse  Bldg.-  Bldg 
#111 

BASIC 

$5,830 

$1,319 

$10,658 

$17,806 

1680 

Pier  70  -  Pier  68  -  Ops.  Bldg  #102 

BASIC 

$990 

$0 

$908 

$1 ,898 

1680 

Pier  70  -  Pier  68  -  Pipe  Rack, 
Bldg.  #120 

SMALL 

$0 

$0 

$46 

$46 

1680 

Pier  70  -  Pier  68  -  Pipe  Storage 
Bldg  #107 

SMALL 

$0 

$217 

$0 

$217 

1680 

Pier  70  -  Pier  68  -  Sheet 
Metal/Tools  Bldg  #109 

SIMPLE 

$1,356 

$732 

$512 

$2,599 

1680 

Pier  70  -  Pier  68  -  Shipwright 
Building  -#108 

BASIC 

$6,137 

$0 

$10,879 

$17,016 

1680 

Pier  70  -  Pier  68  -  Steel  Shop 
Office  (bldg  #121) 

SMALL 

$0 

$93 

$0 

$93 

1680 

Pier  70  -  Pier  68  -  Substation  #4 
(bldg  #58) 

SMALL 

$0 

$0 

$143 

$143 

1680 

Pier  70  -  Pier  68  -  Substation  #6, 
Bldg.  #64 

SMALL 

$302 

$0 

$1,024 

$1,326 

1680 

Pier  70  -  Pier  68  -  Substation  #7 
(bldg  #68) 

SMALL 

$0 

$217 

$80 

$297 

1680 

Pier  70  -  Pier  68  -  Warehouse  & 
o-ion  Crane,  oiag.  ff'fy 

SIMPLE 

$92 

$127 

$25 

$244 

1680 

Pier  70  -  Pier  68  -  Yard 
Washroom,  Bldg.  #110 

SMALL 

$592 

$0 

$775 

$1,367 

1680 

Pier  70  -  Pier  68  -  Yard 
Washroom,  Bldg.  #119 

SMALL 

$217 

$0 

$0 

$217 
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Backlog 
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3450 

Pier  70  -  SWL  345  -  Kneass 
Boatworks,  Main  Office/boat 
storage 

SIMPLE 

$0 

$0 

$1,697 

$1,697 

3450 

Pier  70  -  SWL  345  -  Kneass,  Pier 
66  Boatyard  Office 

SMALL 

$302 

$0 

$0 

$302 

3490 

Pier  70  -  SWL  349  -  Auto  Yard 
Shop  Bldg  #19 

SIMPLE 

$192 

$0 

$1,132 

$1,324 

3490 

Pier  70  -  SWL  349  -  Beth  Street 
Stress  Relieving,  Bldg.  #16 

SIMPLE 

$271 

$0 

$1,260 

$1,531 

3490 

Pier  70  -  SWL  349  -  Beth  Street 
Warehouse,  Bldg.  #32 

SIMPLE 

$350 

$0 

$1,553 

$1,903 

3490 

Pier  70  -  SWL  349  -  Beth  Street 
Washroom  &  Locker,  Bldg.  #24 

SMALL 

$518 

$0 

$720 

$1,238 

3490 

Pier  70  -  SWL  349  -  Beth  Street 
Washroom  &  Locker,  Bldg.  #25 

SMALL 

$0 

$225 

$54 

$279 

3490 

Pier  70  -  SWL  349  -  Beth  Street 
Washroom  &  Locker,  Bldg.  #29 

SMALL 

$558 

$0 

$855 

$1,413 

3490 

Pier  70  -  SWL  349  -  Brass 
Foundry,  Bldg.  #115 

SIMPLE 

$526 

$0 

$5,612 

$6,138 

3490 

Pier  70  -  SWL  349  -  Foundry, 
Bldg.  #116 

SIMPLE 

$526 

$0 

$5,612 

$6,138 

3490 

Pier  70  -  SWL  349  -  Test  Room, 
Bldg.  #23 

SMALL 

$657 

$0 

$256 

$913 

3490 

Pier  70  -  SWL  349  -  UIW  Machine 
Shop,  Bldg.  #114 

SIMPLE 

$263 

$0 

$2,558 

$2,821 

3490 

Pier  70  -  SWL  349  Building  #6 
(condemned) 

SIMPLE 

$1,125 

$0 

$6,974 

$8,099 

3490 

Pier  70  -  SWL  349  Equipment 
Bldg  -  Bldg  #14 

SIMPLE 

$471 

$0 

$5,378 

$5,849 

3490 

Pier  70  -  SWL  349  Heavy 
Machine  Shop  -  Bldg  #113 

SIMPLE 

$2,514 

$0 

$29,617 

$32,131 

3490 

Pier  70  -  SWL  349  Office  Building 
-  Bldg.  #11  Noonan 

BASIC 

$3,853 

$506 

$8,272 

$12,632 

3490 

Pier  70  -  SWL  349  SF  Shipyard 
Training  Bldg  117 

SIMPLE 

$867 

$0 

$10,465 

$11,332 

3490 

Pier  70  -  SWL  349  Shop  Building 
-  Bldg  #21 

SIMPLE 

$244 

$0 

$3,701 

$3,945 

3490 

Pier  70  -  SWL  349  Traffic 
Department  Bldg.  #12  &  #15 

BASIC 

$8,089 

$0 

$17,556 

$25,645 

3490 

Pier  70  -  SWL  349  Traffic  Dept. 
Shed  -  Bldg  #66 

SIMPLE 

$669 

$0 

$592 

$1,261 

3490 

Pier  70  -  SWL  349  Warehouse  - 
Bldg.2 

SIMPLE 

$2,546 

$0 

$20,368 

$22,914 

1800 

Pier  80 

PIER 

$9,148 

$2,675 

$61 ,794 

$73,617 

1800 

Pier  80  -  Entry  Canopy 

SIMPLE 

$246 

$0 

$296 

$542 

1800 

Pier  80  -  Gear  &  Maintenance 
Building 

SIMPLE 

$1,118 

$88 

$1,045 

$2,251 

1800 

Pier  80  -  Office  Bldg  #2 

SMALL 

$106 

$0 

$0 

$106 

1800 

Pier  80  -  Service  Building 

SIMPLE 

$1,222 

$1,283 

$831 

$3,336 

1800 

Pier  80  -  Shed  A 

SIMPLE 

$4,146 

$2,031 

$23,034 

$29,211 

1800 

Pier  80  -  Shed  D 

SIMPLE 

$2,998 

$1,276 

$4,530 

$8,804 

-52- 


vl  1C 

Bldg. 

Building 

10-Year 

Time 

No. 

Building  Name 

Type 

Backlog 

Renewals 
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1800 

Pier  80  -  Terminal  Office 

SMALL 

$268 

$0 

$0 

$268 

2800 

Pier  80  Administration  Building 

BASIC 

$2,566 

$2,872 

$2,104 

$7,542 

1800 

Pier  80  Office  Bldg  #1 

SMALL 

$106 

$0 

$0 

$106 

1090 

Pier  9 

PIER 

$1 1 ,744 

$0 

$9,652 

$21,396 

1095 

Pier  9  1/2 

PIER 

$761 

$0 

$626 

$1,387 

1090 

Pier  9  Bulkhead/Shed  Building 

BASIC 

$8,731 

$3,229 

$3,445 

$15,405 

1900 

Pier  90 

PIER 

$10,697 

$0 

$0 

$10,697 

1900 

Pier  90  -  Fire  Department  Building 

BASIC 

$74 

$58 

$168 

$301 

1900 

Pier  90  -  Maintenance  Bldg 

SMALL 

$0 

$95 

$0 

$95 

1900 

Pier  90  -  Old  Powerhouse 

SMALL 

$0 

$0 

$0 

$0 

1900 

Pier  90  -  Storage  Bldg 

SMALL 

$0 

$35 

$0 

$35 

1900 

Pier  90  -  Truck  Pits 

SMALL 

$0 

$98 

$0 

$98 

1920 

Pier  92 

PIER 

$4,086 

$0 

$0 

$4,086 

1940 

Pier  94  -  96  wharf  area 

PIER 

$5,088 

$0 

$7,644 

$12,732 

1940 

Pier  94  -  Wharfside  Building 

SMALL 

$0 

$0 

$0 

$0 

1960 

Pier  96  -  Administration  Building 

BASIC 

$869 

$582 

$417 

$1,868 

1960 

Pier  96  -  Entry  Canopy 

SIMPLE 

$189 

$0 

$268 

$457 

1960 

Pier  96  -  Exit  Canopy 

SIMPLE 

$112 

$20 

$159 

$291 

1960 

Pier  96  -  Gatehouse  Blda 

SMALL 

$0 

$21 9 

$0 

$219 

1  QfiO 

Pipr  Qfi  -  M^intpn^npp  RnilHinn 

BASIC 

$1  404 

$747 

$R1 1 

OO  1  1 

$?  Qfi? 

1  QfiO 

Pipr  Qfi  -  Offirp/Rp^trnnm 

1    IUI    C \J       Wl  1  IL-C/  1  ICON  UUI  1  1 

SMALL 

$0 

$1 PQ 

$0 

$1  ?Q 

1  Qfifl 

Pipr  Qfi  -  Rprvrlinn/I  A^H 

9IMPI  F 

O  1 1 VI 1  LL 

$4  S^fi 

$4  QQ7 

$1  9  94fi 

"To  rm  ino  1 
1  cf  1 1 1 1 1 1  Idl 

1Qfi0 

Pipr  Qfi  -  9tnranp 

9MAI  1 

O  1  V  1  rA  l_  l_ 

$n 

*p  1  *+o 

1  Qfin 

Pipr  Qfi  -  Trurk  ^ralpc 

Ol  VlnLL 

000 

<Rn 

000 

uuuu 

ron-wiuc  rrojeois 

run 

cpu 

vj>  l  4y,o  l  u 

vvioe 

40?fi 

Qtrppt  -  POth  PflQt  nf  1  Minnie 

Oil  ecl 

^4^7 

/imp 

oireei  -  ^4in  irorn  Micnigan  to 

oireei 

tcn7 
cpbU/ 

$u 

$t)44 

$  IjlOl 

ividryiai  iu 

oireei  -  rtmaaor  ana  extension 

oireei 

<t1  QOQ 

4)1  ,y^y 

<J)U 

$U 

vj>  1  ,y^y 

4U22 

Street  -  Broadway  btw 

Street 

$480 

$0 

$0 

$480 

Embarcadero  &  Vallejo 

4UUo 

Street  -  Embarcadero  from  Taylor 

btreet 

$0 

$0 

$0 

$0 

to  Powell 

Anon 

oireei  -  vjreen  uetween  uavis  ana 

otreei 

$1  oU 

$U 

$U 

$1  bU 

Front 

onon 

oireei  -  nyae  Alley,  risn  Alley 

otreet 

$U 

$U 

$2o2 

A  nAH 

4UU1 

Street  -  Hyde  N  of  Jefferson  to 

Street 

$228 

$0 

$0 

$228 

nyae  bt  rier 

4UU4 

Street  -  Jefferson  btw  Jones  and 

otreet 

$118 

$0 

$0 

$118 

Leavenworth 

oireei  -  jeiierson  irom 

oireei 

$  I  ilO 

<tr> 
$U 

$d1  / 

$44U 

Led vci  i wui  u  i  iu  nyuc 

4017 

Strppt  -  L ombard  htw  San^nmp 

Street 

$170 

$0 

$1  70. 

and  Embarcadero 

4040 

Street  -  Marin  east  of  Michigan 

Street 

$159 

$0 

$0 

$159 

3020 

Street  -  Pier  47,  Fish  Alley,  Al 

Street 

$380 

$0 

$0 

$380 

Scoma  Way 
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4003 

Street  -  R  H  Dana  Dr 

\J  U  CCl         11,11.  1 — '  CA  1  1  CI  1 — '  1  • 

Street 

$140 

$0 

$0 

$140 

^Lpavpnworth)  N  of  Jefferson 

4033 

Strppt  -  T  Francois  alonn  China 

Street 

$478 

$0 

$0 

$478 

Basin 

4034 

Street  -  T.  Francois  btw  China 

Street 

$5,007 

$0 

$0 

$5,007 

Basin  and  Mission  R 

4006 

Street  -  Taylor  Street  btw. 

Street 

$291 

$0 

$274 

$565 

Jefferson  and  Embarcadero 

4041 

Street  -  TN  IN  MN  btw  Tulare 

t  '  11  CCl          1  Mj    1  1  *i  i    1 VII  "(    UIVV     IU  lUl  w 

Street 

$837 

$0 

$0 

$837 

and  Marin 

3010 

SWL  301  -  Andre  Boudin  Pavilion 

SMALL 

$0 

$0 

$0 

$0 

3010 

SWL  301  -  Andre  Boudin 

BASIC 

$0 

$151 

$0 

$151 

Rpctaurant 

1   1  w  O  LCI  t-J  1  Ul  1  L 

3020 

SWL  302  -  Alioto  Fish  Co 

BASIC 

$0 

$496 

$424 

$920 

30?0 

uvv  l  \j\jc     vaoiayi  luia/'JiU!  aye 

SMALL 

$0 

\ff\j 

$0 

$0 

$0 

Bldg 

3020 

SWL  302  -  Crab  Boat  Owners 

BASIC 

$368 

$0 

$72 

$440 

Asso. 

3020 

SWL  302  -  Firewood  Cafe 

BASIC 

$0 

$126 

$107 

$233 

3020 

SWL  302  -  Pompei's  Grotto 

BASIC 

$0 

$295 

$110 

$405 

3020 

SWL  302  -  Port  Harbor  Office 

Kj  ¥  V  L    JUL.        1    Ul  1    1   lUl  UUI    Vrf/ 1  1  IOC 

SMALL 

UIVinLL 

$0 

$57 

$0 

$57 

30?0 

SWI  30?  —  Srnma'<;  (Smnkp 

RASIC 

"fin 

$7? 

$1  ?fl 

$?00 

House) 

3020 

SWL  302  -  United  Shellfish 

SMALL 

$0 

$174 

$0 

$174 

Warehouse 

3030 

SWL  302  Cal  Shell  Fish  Shed 

SMALL 

$0 

$0 

$0 

$0 

3020 

SWL  302  Castagnola  Rest. 

BASIC 

$0 

$475 

$396 

$871 

3020 

SWI  30?  Coast  Marinp  Sunnlv 

SIMPLE 

O  1 1 VI 1  ! —  i — 

150 

$197 

$560 

$757 

Mat  Stnranp  Rlrin 

Q\/WI    QA9  Pnctal  Marino  Retail 
OWL  0\)c.  ^Uoldl  Ivlctrillc  nfcudll 

QMAI  1 

4>U 

<£n. 

<fcn 

Snarp 

3020 

SWL  302  D&G  Co.  d.b.a.  Lou 

SMALL 

$0 

$556 

$0 

$556 

Blues 

Q\A/I    QHO  Pronl^c  Fichorman 

owl  o\jc.  rrcwirxo  rioricririaii 

<coon 

fii  mnlv 
uuuuiy 

30?o 

SWI  30?  Suhstmrturp  (Wharf  1- 

OWL  <J\JC  OUUOll  UUlUIC   ^VVIIdll  u 

PIFR 

$4  Q4R 

$0 

$1  R73 

$fi  R?1 

3020 

9) 

SWL  302  United  Shellfish 

SIMPLE 

$0 

$16 

$46 

$62 

Processing 

3030 

SWL  303  -  Alioto  Fish  Co, 

BASIC 

$0 

$353 

$197 

$550 

3030 

SWL  303  -  Cal  Shell  Fish 

BASIC 

$0 

$298 

$131 

$429 

3030 

SWL  303  -  Cioppinos/(Hoppe) 

BASIC 

$0 

$622 

$306 

$928 

3030 

SWL  303  -  Franceschi's 

BASIC 

$0 

$122 

$99 

$221 

Restaurant 

3030 

SWL  303  -  GP  Resources 

SMALL 

$0 

$31 

$0 

$31 

3030 

SWL  303  -  SP  Tarantino/Martell 

SMALL 

$0 

$0 

$0 

$0 

3030 

Ins 

SWL  303  -  The  Bay  Company, 

BASIC 

$0 

$274 

$224 

$498 

Hoppe,  Arthur  N. 

3110 

SWL  311  Pier  39  Garage 

SIMPLE 

$0 

$823 

$6,489 

$7,312 

3130 

SWL  31 3  Embarcadero  Triangle 

SIMPLE 

$0 

$650 

$3,077 

$3,727 
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Lot  Assn. 

3150 

SWL  315  Office  Building  (HHC 
Investment  limited) 

BASIC 

$0 

$4,626 

$3,544 

$8,170 

3160 

SWL  316  Houstons  Restaurant 

BASIC 

$0 

$529 

$338 

$867 

3170 

SWL  317  Office  Building 

BASIC 

$0 

$7,489 

$3,890 

$11,379 

3180 

SWL  318  Roundhouse  One 

BASIC 

$334 

$841 

$540 

$1,715 

3180 

SWL  318  Roundhouse  Two 

BASIC 

$1,355 

$1,003 

$733 

$3,091 

3180 

SWL  318  Sandhouse 

SMALL 

$0 

$217 

$0 

$217 

3190 

SWL  319  Fog  City  Diner 

BASIC 

$0 

$319 

$124 

$443 

QlA/l   oog  ARP  TV 
OWL           HDO  1  V 

RAQIP 

>J>U 

3>  1  U,UDD 

3310 

SWL  331  &  332  Delancey  Street 
Foundation 

BASIC 

$0 

$5,474 

$4,393 

$9,867 

3450 

SWL  345  -  SF  Boat  Works 

Off  ii^o/Qhnn 

BASIC 

$188 

$269 

$207 

$664 

O'tOU 

Q\A/I               QP  Rnat  Wnrkc 
OWL  JHJ  -  Or  DUdl  wuri\b 

Qtnranp/Thp  Ramn 

OIUI  uUCf  1  1  IC   1  1CII  1  IU 

qimpi  p 

OllVIr  LC 

cp  i  oy 

CpU 

pOOU 

3520 

SWL  352  -  Backlands 
Redevelopment 

BASIC 

$2  505 

$0 

$0 

$2  505 

1620 

Third  Street  Bridge  House 

SMALL 

$0 

$0 

$0 

$0 

3270 

Waterbar  Restaurant 

BASIC 

$0 

$0 

$0 

$0 

5470H 

Wharf  J-11 

PIER 

$0 

$0 

$0 

$0 

5470 

Wharf  J-4 

PIER 

$87 

$0 

$0 

$87 

1490 

Wharfs  J-1  and  J-3  (Pier  49) 

PIER 

$0 

$0 

$3,176 

$3,176 

PORT  TOTAL 

$586,931 

$523,001 

$929,861 

$2,039,794 
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APPENDIX  B  -  Allocation  Strategy  for  Port  Capital  Funds 


The  Port's  process  for  allocating  its  own  limited  capital  funding  involves  a  series  of  meetings 
with  designated  representatives  from  each  of  the  Port's  seven  Divisions  -  the  Capital  Projects 
Working  Group  ("CP  Group").  The  CP  Group  developed  the  Port's  evaluation  criteria  for 
capital  projects,  and  weighting  for  each  criterion.  Annually,  the  CP  Group  allocates  a  total  score 
to  each  capital  project  proposed  by  Port  staff. 

These  first  set  of  "evaluation"  criteria  address  public  safety  concerns  and  conformance  with  the 
Port's  mission,  as  set  out  in  the  Burton  Act  and  Transfer  Agreement  of  1969  and  are  scored  as 
follows: 

Review  Criterion  Maximum  Score 

Does  the  project  address  a  code  or  regulatory  issue?  20 
Does  the  project  significantly  reduce  liability  to  the  Port?  15 
Does  the  project  promote  maritime  commerce,  navigation  or  fisheries?  10 
Does  the  project  attract  people  to  the  waterfront?  10 
Does  the  project  protect  natural  or  cultural  resources?  15 

The  review  process  also  employs  two  complimentary  ways  of  scoring  capital  projects  that  would 
bring  in  additional  revenue  and/or  reduce  operating  costs,  the  first  intended  to  capture  the 
efficiency  of  the  investment,  the  second,  the  scale  of  the  financial  impact: 

What  is  the  payback  period,  if  10  years  or  less?  10 
What  is  the  total  10-year  financial  benefit  to  the  Port?  20 

Where  a  project  would  pay  for  itself  in  10  years,  that  project  was  scored  by  subtracting  the 
payback  period,  in  years,  from  11.  For  example,  a  project  with  a  payback  period  of  three  years 
would  score  8  points  in  this  category. 

To  determine  the  score  assigned  for  the  10-year  financial  benefit,  the  CP  Group  took  the  real 
benefits,  as  recorded  in  dollars,  and  then  considered  the  distribution  of  all  the  values  returned  for 
projects  at  the  end  of  the  review  process.  The  results  were  a  rather  even  distribution,  which 
made  appropriate  a  simple  method  of  scaling,  where  a  project  received  1  point  for  every 
$500,000  worth  of  benefit  within  the  10-year  Plan.  For  example,  a  $4  million  project  that  would 
generate  $1  million  per  year  in  new  revenues  would  score  12  points  in  this  category  [($10 
million  -  $4  million)  /  $500,000)]. 

Finally,  Port  staff  reviewed  all  projects  to  determine  if  they  fell  into  one  or  more  of  the  four 
major  categories  listed  below.  The  CP  Group  determined  that  a  project  belonging  to  one  of  these 
groups  was  worthy  of  separate  consideration  either  before  or  after  other  projects,  depending  on 
the  category. 
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Prioritization  Category 

•  Is  the  project  required  to  address  an  emergency,  defined  as  an  immediate  threat  to  human 
health  or  the  environment? 

•  Is  the  project  legally  mandated  by  a  regulatory  order  or  legal  judgment? 

•  Is  the  project  substantially  matched  by  outside  funding  sources? 

De-prioritization  Category 

•  Is  the  project  non-revenue  generating  and  does  it  have  less  than  25%  in  outside  matching 
funds? 

The  project  review  process  concludes  with  a  proposed  programming  of  Port  capital  funds  over 
ten  years  based  on  the  above  evaluation,  reconciled  with  estimated  funding  available  each  year, 
with  greater  detail  and  specificity  contained  in  the  first  five  years.  The  first  two  years,  matched 
with  available  funding,  then  become  the  Port's  two-year  capital  budget.  The  first  year  of  this 
plan  corresponds  to  the  second  half  of  the  FY  2012-13,  FY  2013-14  Two- Year  Capital  Budget. 
Also,  the  FY  201 1-12  through  FY  2015-16  Five- Year  Financial  Plan14  reflects  the  capital  budget 
in  the  first  two  years  and  forecasts  available  funding  for  the  final  three  years  based  on  this  Plan. 


available  at:  http://sfmavor.org/Modulcs/ShowDocumcnt.aspx'?documentid=108 
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SAN  FRANCISCO 


MEMORANDUM 

March  21,  2013 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

FROM:        Monique  Moyer 
Executive  Direc 

SUBJECT:    Request  authorization  to  enter  into  a  four  year  contract  with  the  San 

Francisco  Conservation  Corps  (SFCC)  for  the  Port's  Youth  Employment 
Program  in  the  total  amount  of  $1 ,060,000,  subject  to  annual  funding 
appropriation  of  $265,000 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


EXECUTIVE  SUMMARY 

Since  2005  the  Port  has  been  contracting  with  local  non-profits  to  provide  San 
Francisco  youth  with  paid  work  experience  opportunities  to  help  the  Port  maintain  its 
property.  The  prior  contract  expired  on  June  30,  201 2.  A  new  Request  for  Proposals 
(RFP)  was  issued  and  a  new  contract  was  negotiated.  Port  staff  requests  Port 
Commission  authorization  to  award  a  contract  to  the  San  Francisco  Conservation  Corps 
(SFCC),  a  community-based  non-profit  organization.  Under  the  proposed  contract, 
SFCC  will  manage  the  Port's  youth  employment  program  to  help  maintain  the  Port's  six 
park  areas  and  public  rights-of-way  for  four  years  from  the  date  of  contract  execution, 
subject  to  annual  appropriation  of  contract  funds  and  contractor  performance. 

BACKGROUND 

On  July  5,  2012,  the  Port  Commission  adopted  Resolution  No.  12-55,  authorizing  Port 
staff  to  issue  an  RFP  to  organize,  implement,  and  administer  a  youth  employment 
program  to  help  maintain  the  Port's  property.  The  program  will  provide  up  to  ten 
economically  disadvantaged  and/or  at-risk  San  Francisco  youth  ages  16  through  24 
with  paid  work  experience  to  assist  with  property  maintenance  work,  including  weed 
abatement,  hand  watering  and  manual  fertilization  of  Port  plants,  graffiti  and  litter 
removal.  The  selected  contractor  will  recruit,  hire,  and  provide  work  readiness  training 
and  supervision  for  the  youth  employees.  Port  staff  will  monitor  the  contractor  to  ensure 
performance  of  services  in  accordance  with  the  contract. 
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The  Office  of  Economic  and  Workforce  Development  (OEWD)  will  monitor  the  contract 
performance  as  a  part  of  its  citywide  workforce  development  strategy.  As  such,  the 
SFCC  will  submit  regular  monthly  reports  to  OEWD  documenting  participant  enrollment, 
progress,  hours  worked  and  goals  for  permanent  employment  or  otherwise  building  a 
career. 

Youth  Employment  Program  Scope  of  Work 

A.  Program  Participant  Employment.  Supervision  and  Training 
The  contract's  scope  of  work  includes  all  of  the  following  tasks: 

1 .  Employ  economically  disadvantaged  and/or  at-risk  San  Francisco  youth  ages  1 6 
through  24. 

2.  Maintain  an  ongoing  workforce  of  up  to  ten  youth  employees  ("Participants"). 

3.  Assign  work  tasks  defined  by  the  Port  to  Participants.  These  include  providing 
various  maintenance  services  on  Port  property,  as  directed  by  Port  staff, 
including  weed  abatement,  hand  watering  and  manual  fertilization  of  Port  plants, 
graffiti  removal,  and  litter  removal. 

4.  Provide  work  readiness  training  and  supervision  in  environmental  services  to 
prepare  Participants  for  future  employment.  This  includes  job  seeking, 
interviewing,  and  safety  training,  and  basic  language  and  literacy  skill-building 
necessary  to  retain  employment. 

5.  Inspect  and  verify  the  work  being  performed  by  Participants. 

6.  Record  time,  process  payroll  and  distribute  payments. 

7.  Monitor  Participant  performance  (attendance,  punctuality,  work  habits,  etc.) 

8.  Provide  back-up  coverage  for  scheduled  work  when  the  scheduled  Participant  is 
not  available. 

9.  Evaluate  Participants  (every  month  and/or  when  leaving  the  Program.) 

10.  Initiate,  document,  and  complete  disciplinary  actions,  including  dismissals. 

1 1 .  Provide  any  needed  transportation  for  Participants  to  and  from  work  sites. 

12.  Provide  own  tools  and  other  basic  equipment  (including  vehicles). 

13.  Collect  any  tools,  equipment,  and  supplies,  if  provided  by  the  Port,  when 
Participants  leave  the  Program,  as  applicable. 

14.  Identify  and  resolve  worker  safety  issues.  Facilitate  resolution  of  job-related 
injuries  in  accordance  with  CAL-OSHA  regulations. 

15.  Receive,  investigate  and  resolve  complaints  regarding  the  Port's  Youth 
Employment  Program. 

B.  Program  Staffing 

The  contract  reguires  the  following  staffing  for  the  Port's  Youth  Employment 
Program: 

1 .  Employ  at  least  one  (1)  Program  Coordinator  to  oversee  Program  services. 

2.  Supervise  Participants  in  day-to-day  work  by  staffing  the  Program  with  two  first- 
line  Program  supervisors. 
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C.  Program  Communications 

The  contract  requires  the  following  reporting  to  the  Port  of  the  Youth  Employment 
Program: 

1 .  Establish  and  maintain  an  effective  working  relationship  with  the  Port  liaison. 

2.  Consult  regularly  with  Port  staff  to  identify  and  avoid  potential  hazards  in  work 
environments. 

3.  Attend  required  monthly  status  meetings  with  Port  staff. 

4.  Provide  monthly  written  reports  to  the  Port  (number  of  Participants  per  week, 
supplies  issued  and  used,  training  and  learning  successes,  and  complaints 
received  and  resolved,  etc.) 


SELECTION  PROCESS 

The  Port  issued  the  RFP  on  December  20,  2012.  Port  staff  sent  announcements  via 
the  Board  of  Supervisors'  outreach  list,  which  includes  1 1  local  newspapers  and  to  the 
firms  recommended  by  the  Contract  Monitoring  Division  as  certified  Local  Business 
Enterprises.  The  RFP  was  posted  on  the  Port's  and  the  Office  of  Contract 
Administration's  websites.  Two  firms  showed  interest  online  and  one  attended  the  pre- 
proposal  conference  held  on  January  8,  2013.  On  January  29,  2013  the  Port  received 
one  proposal  from  the  San  Francisco  Conservation  Corps  (SFCC)  with  Larkin  Street 
Youth  Services  as  a  subcontractor.  Port  and  Contract  Monitoring  Division  staff  reviewed 
the  proposal  and  determined  that  it  was  responsive  to  the  RFP  and  was  eligible  for 
evaluation. 


The  Port  convened  an  evaluation  panel  on  February  28,  2013  to  evaluate  and  score  the 
proposal  based  upon  the  evaluation  criteria  published  in  the  RFP.  The  three-person 
evaluation  panel  consisted  of  a  Case  Manager  from  the  Human  Services  Agency, 
Workforce  Development  Division,  an  Assistant  Superintendent  from  the  Department  of 
Public  Works,  and  a  Maintenance  Manager  from  the  Recreation  and  Parks  Department. 
The  panel  evaluated  the  proposal  based  on:  qualifications  of  program  staff; 
understanding  of  the  Port's  proposed  youth  employment  program;  the  organization's 
recent  youth  employment  program  experience;  workload  and  staff  availability;  outreach 
and  approach  to  identify  economically  disadvantaged  and/or  at-risk  youth;  and  the 
organization's  policies  to  manage  participants. 

There  were  two  phases  of  evaluation:  (1)  a  written  proposal  evaluation  process  and  (2) 
an  oral  interview  evaluation  with  reference  checks.  Port  staff  completed  reference 
checks  prior  to  the  oral  interview. 

RFP  Evaluation  Highlights 

SFCC  was  the  only  Proposer.  The  Proposer  received  a  panel  average  of  82  out  of  1 00 
possible  points  combining  the  written  proposal,  the  oral  interview  and  reference  check 
scores.  The  evaluation  criteria  and  breakdown  of  the  scores  are  attached  as  Exhibit  1 , 
Youth  Employment  Scoring  Matrix.  Per  City  professional  services  contracting 
guidelines,  an  acceptable  average  score  to  advance  to  a  short-list  for  interviews  or  for 
contract  negotiations  is  considered  to  be  at  or  above  70  out  of  100  points.  Following  the 
written  proposal  evaluation,  the  following  were  assessed  as  the  Proposer's  strengths 
and  weaknesses: 
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Proposer's  Strengths: 

•  Demonstrated  breadth,  depth  and  history  of  both  firm  and  staff  experience  in 
youth  employment  programs 

•  Clear,  detailed  program  implementation  timeline 

•  Clear  structure  for  partnering  with  nonprofit  organization 

•  Clear  approach  to  coordinating  program  with  Port 

Proposer's  Weaknesses: 

•  Lacked  some  detail  on  workload  and  availability  of  field  level  supervisors 

•  Lacked  some  detail  on  Program  design,  including  oversight  and  program 
outcome  measurement  methods 

Based  on  the  Proposer's  weaknesses  assessed  during  the  written  proposal  evaluation 
phase,  the  panel  requested  additional  details  during  the  interview,  as  described  in 
Exhibit  1 .  The  Proposer  addressed  the  weaknesses  in  the  written  proposal  by  providing 
appropriate  details  during  the  oral  interview  on  supervisor  workload  and  availability,  as 
well  as  on  program  design. 

After  the  scores  were  finalized  and  averaged,  the  evaluation  panel  recommended 
proceeding  with  selecting  SFCC  without  reservation. 

PROPOSED  CONTRACT  TERMS 

The  Port's  FY  2012-13  and  FY  2013-14  biennial  budget  includes  $265,000  a  year  in 
funding  for  the  first  two  years  of  the  contract.  Subject  to  annual  appropriations,  funding 
for  this  contract  will  continue  at  this  level  for  the  balance  of  the  contract  term.  Award  of 
this  contract  to  the  SFCC  would  represent  3.77  percent  of  the  SFCC's  annual  budget 
and  0.70  percent  of  Larkin  Street  Youth  Services'  annual  budget. 

The  table  below  presents  the  proposed  annual  contract  budget  broken  down  between 
the  SFCC  and  Larkin  Street  Youth  Services.  It  also  details  the  allocation  of  funds 
between  program  participant  salaries,  program  management  salaries,  and 
administrative/overhead  costs. 

Table  1  -  SFCC's  Proposed  Annual  Budget 


San  Francisco 
Conservation  Corp 

Larkin  Street  Youth 
Services 

Salary  &  Fringe 

Corp  Members  &  Youth  Field  Force  Members 

$49,703 

31% 

$46,200 

44% 

Field  Supervisors 

20,584 

13% 

17,080 

16% 

Project  Management,  Training  &  Admin 

44,968 

28% 

24,327 

23% 

Salary  &  Fringe  Total 

115,255 

72% 

87,607 

83% 

Operating  Expense 

17,245 

11% 

6,198 

6% 

Indirect 

26,500 

17% 

12,195 

12% 

Total 

$159,000 

$106,000 

indirect  costs  include  a  pro  rata  share  of  agency  staff  cost,  including  the  Executive  Direc 
Finance  Director,  HR  and  Payroll  staff,  as  well  as  the  associated  operating  expenses. 
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or, 


Port  staff  proposes  to  award  a  four-year  contract  to  SFCC.  The  contract  term  would  be 
April  2013  to  April  2017.  The  scope  of  services  provided  after  FY  2013-14  will  be 
determined  in  accordance  with  the  amount  of  funds  available  in  subsequent  operating 
budgets,  with  a  total  contract  value  not-to-exceed  $1 ,060,000  ($265,000/year  for  four 
years). 

Summary 

The  evaluation  panel  has  recommended  contract  award  to  the  San  Francisco 
Conservation  Corps  with  its  subcontractor  partner,  Larkin  Street  Youth  Services  in 
accordance  with  published  RFP  evaluation  criteria  and  consistent  with  the  City's 
standard  professional  service  solicitation  and  selection  procedures. 

Weaknesses  in  the  San  Francisco  Conservation  Corps'  written  proposal,  related  to  a 
few  areas  lacking  detail,  were  deemed  by  the  evaluation  panel  to  be  appropriately 
addressed  by  the  Proposer  during  the  oral  interview. 

Port  staff  recommends  that  the  Commission  authorize  the  award  of  a  four-year  contract 
in  the  amount  of  $1 ,060,000  to  the  San  Francisco  Conservation  Corps  subject  to  annual 
appropriations  of  $265,000  and  contractor  performance  to  administer  a  youth 
employment  program  to  help  maintain  the  Port's  property. 


Prepared  by:  Megan  Stephenson 

Executive  Management  Analyst 
Andres  Acevedo,  Contracts  Manager 

For:  Tom  Carter,  Deputy  Director 

Maintenance 

Elaine  Forbes,  Deputy  Director 
Finance  and  Administration 


Attachments: 

Exhibit  1 :  Youth  Employment  RFP  Scoring  Matrix 
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Exhibit  1 

Youth  Employment  RFP  Scoring  Matrix 


Phase  1:  Written  Proposal  Evaluation  Criteria 

Possible 

Panel 

Points 

Average 
Score 

Firm  and  Program  Staff  Qualifications 

A.  Breadth,  depth,  and  clarity  of  Firm  History,  Organizational 
Structure  and  youth  employment  program  experience  based  on 
client  list 

10 

10 

B.  Adequacy  and  clarity  of  Program  staffing  structure,  staff 
experience,  education,  roles,  responsibilities,  workload  and 

25 

17 

availability 

Program  Approach 

C.  Adequacy  and  clarity  of  Program  design  to  meet  Program 
Goals  (RFP  Section  2.1)  and  Program  Scope  (RFP  Section  2.2) 

20 

13 

D.  Adequacy  and  clarity  of  approach  to  partnering  with  San 
Francisco  based  non-profit  organizations 

10 

10 

E.  Adequacy  and  clarity  of  Program  timeline 

5 

5 

F.  Adequacy  and  clarity  of  recruitment  resources  and  methods 

10 

8 

G.  Adequacy  and  clarity  of  Program  oversight  methods 

5 

3 

H.  Adequacy  and  clarity  of  Program  performance  and  outcomes 
measurement  methods 

10 

8 

I.  Adequacy  and  clarity  of  Program  coordination  with  City 

5 

5 

TOTAL  for  Phase  1,  Written  Proposal  Evaluation 

100 

79 

Phase  2:  Oral  Interview  Evaluation  Criteria  and  Reference 

Possible 

Panel 

Checks 

Points 

Average 
Score 

Firm  and  Program  Staff  Qualifications 

A.  Introduce  your  organization  and  describe  each  team 
member's  proposed  role  in  the  Port's  program.  Summarize  why 
vou  would  be  the  best  team  for  the  nropram 

20 

19 

Program  Approach 

R    Hnvu  \A/ill  vniir  nrnuram  Hp\/plnr»  tran^fprahlp  \Air\r\t  rparlinpc; 

U .    IIUVV  will  yuui  jJIUglcllll  ucvciup  LldlljlClciUlC  vvuii\  Icaunicjj 

skills  for  the  participants? 

Id 

Q 

y 

C.  How  will  you  conduct  outreach  to  identify  economically 
disadvantaged  and/or  at-risk  youth  to  participate  in  the  program? 

10 

10 

D.  How  do  you  evaluate  day-to-day  performance  of  both  the 
participants  and  your  staff? 

10 

9 

Ei.    nUW  UU  evaluate  lllc  lUllg-lci  111  UClltMl  lo  Ul  Lllc  piUgldlll 

10 

8 

participants? 

F.  Situational  Question:  If  two  of  the  participants  constantly  showed 
up  late  for  work,  how  would  you  address  the  issue? 

10 

10 

G.  Situational  Question:  One  of  your  participants  and  a  Port  staff 
member  has  a  disagreement.  Describe  the  steps  your  organization 
would  take  to  resolve  the  situation. 

10 

8 

Reference  checks  (Completed  by  Port  Staff) 

15 

15 

TOTAL  for  Phase  2,  Oral  Interview  and  Reference  Checks 

100 

85 
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PORT  COMMISSION 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
RESOLUTION  NO.  13-15 

WHEREAS,   the  Port  Commission,  at  its  regular  meeting  of  July  5,  2013  under 
Resolution  No.  12-55,  authorized  Port  staff  to  issue  a  Request  for 
Proposals  to  organize,  implement,  and  administer  a  youth  employment 
program  to  help  maintain  the  Port's  property;  and 

WHEREAS,    On  January  29,  201 3,  the  Port  received  one  proposal  in  response  to  the 
Request  for  Proposals  ("RFP");  and 

WHEREAS,    Port  staff  completed  a  review  of  the  RFP  responses  and  a  competitive 
selection  process  resulting  in  a  recommendation  that  the  Port  award  a 
contract  to  the  San  Francisco  Conservation  Corps,  a  501  (C)  (3)  non- 
profit organization;  and 

WHEREAS,    the  Port  has  allocated  $265,000  from  its  operating  budget  for  fiscal  year 
2012-13  to  fund  this  program;  and 

WHEREAS,    the  Port  may  allocate  funds  in  subsequent  years  to  continue  the  youth 
employment  program;  now,  therefore  be  it 

RESOLVED  that  the  Port  Commission  hereby  authorizes  contract  award  to  the  San 
Francisco  Conservation  Corps  in  the  amount  of  $1 ,060,000  subject  to 
annual  appropriations  of  $265,000  to  provide,  organize,  implement,  and 
administer  a  youth  employment  program  to  help  maintain  the  Port's 
property  for  a  contract  term  not-to-exceed  four  years,  and  further 
authorizes  Port  staff  to  execute  necessary  contract  documents  for  such 
purpose. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  San  Francisco 
Port  Commission  at  its  meeting  of  March  26,  2013. 


Secretary 
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SAN  FRANCISCO 


MEMORANDUM 


March  21,  2013 


TO: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM: 


Monique  Moyer 
Executive  Direc 


:for  ^ 


SUBJECT:   Accept  the  Port's  Quarterly  Report  on  Contracting  Activity 

FY  201 2-1 3  Second  Quarter  (October  1 ,  201 2  through  December  31 , 
 2012)  


I.  SUMMARY 

This  report  provides  the  Port  Commission  with  information  on  contracting  activity  for  the 
second  quarter  of  FY  201 2-1 3  (October  1 ,  201 2  through  December  31 ,  201 2). 

A.  Total  Value  of  New  Contracts  in  Second  Quarter:  During  the  second  quarter,  the 
Port  issued  one  new  professional  services  contract  and  one  new  construction  contract 
for  a  cumulative  value  of  $438,498. 

B.  Total  Contract  Payments  to  City-Certified  Local  Business  Enterprises  (LBEs) 
subcontractors  in  the  Second  Quarter:  The  Port  has  an  annual  overall  goal  to  provide 
20  percent  of  its  department-contracted  dollars  to  subcontractors  that  are  City-certified 
Local  Business  Enterprises  (LBE)  for  qualifying  contracts.  Notably,  in  the  last  Human 
Rights  Commission  annual  report  (period  ending  September  30,  201 1),  the  Citywide 
average  was  a  1 7  percent  LBE  subcontracting  goal.  In  this  second  quarter  reporting 
period,  the  Port  met  this  goal  with  an  overall  LBE  payment  percentage  of  21  percent, 
which  constitutes  $4.9  million  of  contract  payments  to  LBEs. 

II.  BACKGROUND 

The  Port  engages  in  a  variety  of  contractual  transactions  that  include:  leases,  developer 
agreements,  construction  contracts,  general  services  contracts,  and  professional 
services  contracts.  This  report  specifically  addresses  the  Port's  use  of  professional 
services  contracts  and  construction  contracts. 
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A.  Compliance  with  Nondiscrimination  Laws,  Rules  and  Regulations:  The  Port  must 
comply  with  federal,  state,  and  local  laws  concerning  nondiscrimination  in  contracting. 
Construction  contracts,  general  services  contracts,  and  professional  services  contracts 
are  subject  to  the  San  Francisco  Administrative  Code  Chapter  1 4B  LBE  subcontracting 
participation  requirements.  The  LBE  program  was  established  to  expand  City 
contracting  opportunity  for  small  San  Francisco  based  companies,  defined  based  on 
gross  receipts.  Local  firms  apply  to  and  are  certified  by  the  City's  General  Services 
Agency  Contract  Monitoring  Division  (CMD).  When  participating  as  a  prime  contractor 
or  as  part  of  a  Joint  Venture,  Certified  LBEs  receive  bid  discounts.  The  CMD  also  sets 
LBE  subcontracting  goals  through  a  process  in  which  staff  reviews  the  scope  of  the 
project,  the  nature  of  the  work  compared  to  available  Certified  LBEs,  and  sets  a 
required  LBE  subcontracting  goal  as  a  way  to  provide  work  to  Certified  LBEs.  CMD 
determines  compliance  with  subcontracting  goals  at  contract  close-out.1  The  LBE 
program  applies  only  to  City  contract.  City  contracts  are  exempt  from  the  LBE  program 
if  1)  the  contract  value  is  less  than  $50,000,  2)  Federal  law,  as  in  the  case  of  grant 
funds,  prohibits  the  use  of  local  preference,  or  3)  the  Board  of  Supervisors  or  the  San 
Francisco  General  Services  Agency  Contract  Monitoring  Division  waives  LBE 
subcontracting  goals,  as  in  the  case  of  an  emergency  contract. 

B.  Use  of  Professional  Services  Contracts:  Professional  Services  are  those 
services  which  require  the  exercise  of  discretion  and  independent  judgment  in  their 
performance,  and/or  the  application  of  an  advanced,  specialized  type  of  knowledge, 
expertise,  or  training.  Examples  of  professional  service  providers  include  architects, 
engineers,  software  developers,  and  consultants.  The  City's  Civil  Service  Commission 
must  approve  all  Professional  Services  contracts.  The  Civil  Service  Commission 
determines  whether  the  requested  services  can  be  performed  by  City  employees  or 
whether  the  Department  can  justifiably  contract  out  the  services.  The  Port  contracts  for 
professional  services  only  when  work  cannot  be  performed  by  the  Port  or  other  City 
employees  because  of  the  limited  nature  of  the  work,  peak  workload  obligations,  lack  of 
specific  expertise,  or  as  otherwise  required  based  upon  financial  risk,  funding  or  other 
legal  requirements. 

C.  As-Needed  Contracts:  As-Needed  contracts  are  Professional  Services  contracts 
used  by  the  Port  for  as-needed  services.  The  Port  has  ten  (10)  current  As-Needed 
contracts  through  Master  Agreements  with  a  total  aggregate  value  of  $9.5  million. 
Master  Agreements  are  negotiated  upon  Contractor  pre-qualification  through  formal, 
competitive  Request  for  Qualifications  (RFQ)  processes.  Master  Agreements  usually 
have  a  three-year  term.  Master  Agreements  require  the  issuance  of  Contract  Service 
Orders  (CSO)  for  specific  scopes  of  work  for  as-needed  services.  LBE  subcontracting 
goals  apply  overall  to  each  Master  Agreement  and  for  each  CSO. 


1  LBE  subcontracting  goals  are  calculated  on  the  base  contract  amount.  Following  CMD  policy,  contract 
allowances,  alternates  or  contingencies  are  not  factored  into  calculating  final  LBE  participation  rates. 
CMD  reviews  on  a  case-by-case  basis,  contract  amendments  that  result  in  a  cumulative  increase  in  the 
total  contract  amount  of  20  percent  or  more.  CMD  may  apply  LBE  subcontracting  goals  to  these  contract 
amendment  based  on  a  review  of  the  additional  work. 
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D.      Union  Agreement:  The  Port  has  an  agreement  with  the  International  Federation 
of  Professional  and  Technical  Engineers  (IFPTE)  Local  21  and  the  City's  Department  of 
Public  Works  to  keep  them  apprised  of  the  Port's  contracting  activities. 


E.      Report  Organization:  This  report  is  organized  into  five  key  sections. 

1 .  Use  of  Delegated  Authority  by  the  Executive  Director 

2.  Local  Business  Enterprise  (LBE)  Contract  Participation 

3.  Compliance  with  Local  Hire  Requirements 

4.  Changes  to  IFPTE  Local  21  Staffing  Activity 

5.  Projects  Completed  by  the  Department  of  Public  Works. 


Exhibit  1 :  As-Needed  Contract  Service  Order  (CSO)  Payments 

Exhibit  2:  Construction  Contract  Payments 

Exhibit  3:  Professional  Services  Contract  Payments 

Exhibit  4:  Local  21  Staffing  Activity 

Exhibit  5:  Contracts  Awarded  to  date  in  FY  201 2-1 3 


1.      Use  of  Delegated  Authority  by  the  Executive  Director 

To  streamline  the  Port's  contract  approval  process  and  to  be  consistent  with  the  San 
Francisco  Administrative  Code  and  the  practice  of  other  City  departments,  the  Port 
Commission  has  delegated  the  following  authority  to  the  Executive  Director  (Resolution 
No  10-60): 

•  Public  works  and  improvement  contracts  $400,000 

•  Professional  services  contracts  $100,000 

Delegated  authority  allows  the  Port's  Executive  Director  to  execute  and  award  public 
works  and  improvement  and  professional  services  contracts  at  or  under  the  above  listed 
threshold  limits  without  Port  Commission  review  and  approval. 

During  the  reporting  period,  the  Executive  Director  authorized  the  approval  of  one  (1 ) 
professional  services  contract  with  Mariposa  Leadership  Inc.  for  management  coaching 
services  for  $10,000. 

Contract  Service  Orders  Delegated  Authority.  The  Port  Commission  also  has 
authorized  the  Executive  Director  (Port  Commission  Resolutions  09-29  and  09-37)  to 
execute  Contract  Service  Orders  up  to  $500,000  without  further  review  or  approval  of 
the  Port  Commission  subject  to  the  requirements  of  Administrative  Code  Chapter  6.64 
requirements.  These  requirements  limit  Contract  Service  Orders  to  a  maximum  of 
$200,000  per  public  works  project.  Contract  Service  Orders  exceeding  $200,000  require 
written  justification  by  the  department  head  establishing  the  urgency  to  perform  the  work 
under  as-needed  contracts  rather  than  through  a  new  formal  competitive  procurement. 
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The  following  are  Contract  Service  Orders  issued  under  the  Port  Executive  Director's 
delegated  authority  during  the  reporting  period: 

•  Keyser  Marston  -  Pier  70  Negotiation  Support  $89,500 

•  Baseline  Environmental  Consulting  -  Storm  Water  Monitoring  $47,422 

2.      Local  Business  Enterprise  (LBE)  Contract  Participation 

Contracts  Awarded  in  FY  2012-13 

Between  July  1 ,  2012  and  December  31 ,  2012  (fiscal  year  to  date),  the  Port  awarded 
five  (5)  contracts  with  a  cumulative,  not-to-exceed  amount  of  $687,448. 

To  date  in  the  current  fiscal  year,  the  Port  has  achieved  a  collective  LBE  participation 
goal  of  32  percent,  or  $1 50,360,  for  all  new  contracts  awarded,  as  shown  in  Table  1 
below: 


Table  1  -  Contracts  Awarded  in  FY 2012-13 


Type  of  Transaction 

Total 
No.  of 
Contracts 

Total 
Dollar  Amt 

Total 
LBE  Goal 
Amt 

LBE  % 

Construction 

1 

$428,499 

$111,410 

26% 

Professional  Services 

1 

$38,950 

$38,950 

100% 

Total  14B  Eligible  Contracts 

2 

$467,449 

$150,360 

32% 

Construction  Exempt 

0 

0 

NA 

NA 

Professional  Services  Exempt 

3 

$219,999 

NA 

NA 

Total  Exempt  Contracts 

3 

$219,999 

NA 

NA 

Grand  Total 

5 

$687,448 

$150,360 

13% 

This  average  LBE  subcontracting  goal  of  32  percent  is  15  percent  higher  than  the 
Citywide  average  of  17  percent  based  on  the  Human  Rights  Commission's  last  annual 
report  (period  ending  September  30,  201 1). 

Exemptions.  Three  (3)  of  these  contracts  are  exempt  from  LBE  subcontracting  goals  as 
determined  by  the  Board  of  Supervisors  or  by  CMD.  One  contract  was  granted  an 
exemption  by  Board  of  Supervisors  action  because  it  is  an  emergency  contract  for 
professional  services  issued  as  a  result  of  the  Pier  29  fire.  The  remaining  two  contracts 
are  exempt  because  their  total  value  is  below  the  $1 00,000  threshold  for  competitive 
bidding  and  $50,000  threshold  for  14B  requirements.  One  of  these  remaining  contracts 
includes  a  50  percent  micro-LBE  set-aside,  so  while  there  is  no  LBE  subconsulting  goal 
for  this  contract,  no  less  than  50  percent  of  the  total  contract  dollars  must  be  awarded  to 
a  prime  certified  Micro-LBE. 

Actual  Contract  Payments.  As  shown  in  Table  2  below,  in  the  second  quarter  of  FY 
2012-13,  the  Port  made  $22.7  million  of  payments  to  consultants  and  contractors 
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subject  to  14B  requirements.  Of  this  amount,  21  percent  or  $4.9  million  was  paid  to 
LBEs. 


Table  2  -  Contract  Payments  and  LBE  Participation  Second  Quarter  FY  2012-13 


No.  of 

Total 

LBE 

Type  of  Transaction 

Contracts 

Dollar  Amt 

Amt 

LBE  % 

As-Needed  CSOs 

22 

$655,831 

$105,771 

16% 

Construction 

11 

$21 ,572,947 

$4,677,937 

22% 

Professional  Services 

4 

$459,546 

$89,263 

19% 

Total  14B  Eligible  Transactions 

$22,688,324 

$4,872,971 

21% 

For  further  details  on  contracting  activities  for  the  second  quarter  of  FY  201 2-1 3,  please 
see  Exhibits  1,  2,  and  3. 


As-Needed  Contracts.  As-Needed  contract  LBE  payments  in  the  second  quarter  were 
made  at  a  rate  of  16  percent.  Payments  fell  below  the  Port's  own  20  percent  goal 
principally  as  a  result  of  as-needed  Real  Estate  analysis  work  related  to  the  Golden 
State  Warrior's  Arena  proposal.  This  is  work  that  has  been  conducted  at  the  direction  of 
the  Office  of  Economic  and  Workforce  Development  (OEWD)  and  has  required 
specialized  expertise  that  none  of  the  LBEs  possessed.  Port  staff  has  begun  the 
process  to  request  a  retroactive  exemption  from  CMD  for  the  Golden  State  Warrior's 
Arena  related  scope  and  will  work  with  the  consultant  to  identify  LBE  opportunities  in 
future  contract  service  orders  to  ensure  that  over  the  life  of  the  Real  Estate  analysis 
contract,  the  LBE  goal  is  met. 

Construction  Contracts.  Construction  contract  payments  were  made  to  LBEs  at  a  rate 
of  22  percent.  Three  construction  contracts:  (1)  Pier  431/a  Bay  trail  link,  (2)  Pier  33V2, 
and  (3)  America's  Cup  CM/GC,  all  had  actual  LBE  participation  rates  of  35  percent  or 
above  for  the  quarter.  While  the  majority  of  construction  contracts  exceeded  the  Port's 
20  percent  goal  in  the  second  quarter,  the  maintenance  dredging  contract's  payments  to 
LBEs  continue  to  fall  under  the  3  percent  LBE  goal  which  CMD  established.  The  3 
percent  goal  was  based  on  the  estimated  need  for  trucking  contaminated  dredge  spoils 
for  landfill  disposal.  However,  little  of  the  Port  dredging  work  has  required  landfill 
disposal  of  the  dredged  spoils.  Based  on  the  locations  of  the  planned  dredging  work, 
the  Port  expects  that  the  contractor  will  not  have  the  opportunity  to  meet  the  3  percent 
goal  over  the  life  of  the  contract,  as  we  do  not  expect  significant  contamination  at  the 
planned  dredging  sites.  Port  staff  has  been  reviewing  this  contract  with  CMD  staff  and 
will  work  together  with  the  contractor  to  seek  other  possible  LBE  opportunities  for  this 
dredging  work. 

With  respect  to  a  construction  contract  for  Pier  50  Valley  repair,  CMD  has  determined 
that  the  contractor  will  likely  not  meet  the  contract's  required  LBE  goals  if  corrective 
action  is  not  taken.  In  response,  the  contractor  has  been  meeting  with  CMD  and  Port 
staff  in  order  to  address  the  problem  and  implement  a  plan  to  provide  more  LBE 
subcontracting  work.  Additionally,  CMD  staff  will  attend  regularly  scheduled  project 
team  meetings  to  ensure  the  contractor's  compliance  with  the  plan.  Port  staff  will 
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continue  to  work  closely  with  CMD  staff  to  ensure  contractor  compliance  and  will  notify 
CMD  whenever  Port  staff  believes  that  there  is  a  possibility  that  the  contractor  will  not 
meet  the  subcontracting  LBE  goal. 

Professional  Services  Contracts.  Payments  to  LBE  subconsultants  during  the  second 
quarter  accounted  for  19  percent  of  all  the  professional  services  contract  payments 
made  in  the  quarter,  just  missing  the  20  percent  goal.  In  this  quarter,  LBE  payment 
performance  for  all  professional  services  contracts  met  or  exceeded  the  CMD  set  LBE 
goals,  with  one  exception.  The  one  exception  is  the  Brannan  Street  Wharf  Park  Design 
contract  which  had  9  percent  LBE  spending  in  the  quarter  compared  to  a  20  percent 
goal  that  CMD  set  for  this  contract.  It  should  be  noted  that  over  the  entire  life  of  the 
contract,  the  LBE  participation  rate  is  22  percent,  exceeding  the  goal.  The  reporting 
quarter  is  low  because  this  contract  is  nearing  completion  and  most  of  the  LBE  work 
has  been  finished. 


Project  Title 

Total 
Contract 
Amount 

Total 
Amount  to 
Date 

LBE 
Dollars  to 
Date 

LBE 
Goal  % 

LBE  % 
to  Date 

Brannan  Street 
Wharf  Park  Design 

$1,906,292 

$1,801,335 

$391 ,635 

20% 

22% 

As  shown  in  Exhibit  3,  the  Crane  Cove  Park  contract  and  the  Pier  27  Architectural  and 
Design  contract  continue  to  have  greater  LBE  participation  than  the  required  LBE  goal. 
Finally,  the  Financial  Advisory  Services  contract,  while  having  no  activity  in  the  second 
quarter,  continues  to  fall  significantly  behind  in  meeting  its  LBE  goal.  When  the  contract 
was  developed  and  the  LBE  goal  established,  the  Port  anticipated  issuing  new  revenue 
bonds  during  the  life  of  the  contract.  Instead,  the  Port  relied  on  City  Certificates  of 
Participation  for  America's  Cup  improvements  and  Phase  I  of  the  Cruise  Terminal.  The 
Port  plans  to  issue  Port  revenue  bonds  in  the  summer  of  2013.  This  will  create  the 
opportunity  to  assign  much  of  the  work  to  an  LBE  subconsultant  and  significantly 
improve  LBE  subconsulting  participation  for  this  contract. 

3.      Compliance  with  Local  Hire  Requirements 

The  San  Francisco  Local  Hiring  Policy  for  Construction  applies  to  the  following  contracts 
for  construction  projects  advertised  for  bid  after  March  25,  201 1 : 

•  Construction  contracts  for  public  works  or  improvements;  and 

•  All  City  and  County  of  San  Francisco  contracted  construction  work  on  City  owned 
or  leased  property. 

The  Local  Hire  Ordinance  (Section  6.22.G.4  of  the  San  Francisco  Administrative  Code) 
requires  contractors  and  their  subcontractors  to  attain  a  minimum  of  20  percent2  total 
work  hours  by  trade  per  project  using  San  Francisco  residents.  The  Ordinance  also 


2  Local  Hire  requirements  increase  from  20  to  25  percent  on  applicable  contracts  solicited  after  March 
2012. 
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requires  that  25  percent  of  apprentice  hours  per  trade  be  performed  by  disadvantaged 
San  Francisco  residents.  The  program  is  managed  by  the  Office  of  Economic  and 
Workforce  Development  (OEWD). 

Table  3  below  shows  the  status  of  the  four  projects  subject  to  Local  Hire  requirements. 
The  color  coding  of  the  Local  Hire  Percent  and  Local  Hire  Apprentice  Percent  cells 
indicates  whether  the  project  is  meeting  its  local  hire  requirement  as  of  December  31 , 
2012  (Green),  not  yet  meeting  the  requirement  but  expected  to  by  project  completion 
(Yellow),  or  whether  the  project  is  in  danger  of  not  meeting  the  Local  Hire  requirement 
by  project  completion  (Red). 

Table  3  -  Local  Hire  Project  Second  Quarter  FY  2012-13 


(20%  Local  Hiring  Requirement) 


Project 

Completion 
Percent 

Trade 
Exemption 

Local 
Hire 
Percent 

Local  Hire 
Apprentice 
Percent 

Project 
Status 

Pier  27  Cruise  Terminal 
and  America's  Cup  34 
Improvements 

75% 

Yes 

26% 

47% 

Green 

Pier  331/2  Improvements 

45% 

No 

50% 

90% 

Green 

Pier  50  Valley 
Substructure  Repairs 

82% 

Yes 

8% 

11% 

Yellow 

The  Brannan  Street 
Wharf 

53% 

Yes 

9% 

0% 

Yellow 

TOTAL 

25% 

46% 

During  the  second  quarter,  768  workers  worked  on  the  projects  above,  which  were 
subject  to  the  City's  Local  Hire  ordinance.  Of  that  amount,  138  were  local  workers. 
OEWD  reports  that  these  jobs  accounted  for  over  7,1 85  hours  across  a  variety  of  trades 
for  local  residents.  As  indicated  by  the  yellow  projects  above,  two  of  the  projects 
subject  to  Local  Hire  requirements,  have  not  achieved  the  20  percent  local  hire 
requirement  as  of  December  31 ,  2012.  In  both  cases  the  respective  prime  contractors 
have  requested  waivers  from  OEWD.  Table  4  below  details  all  the  projects  requesting 
waivers. 


Table  4  -  Local  Hire  Waiver  Requests 


Type  of  Local  Hire  Waiver 

Pier  27  Cruise 
Terminal  and 
America's 
Cup  34 
Improvements 

Pier  50 
Substructure 
Repair 

Brannan 
Street  Wharf 

Trade  Exemption 

Yes 

Yes 

Yes 

City  Build  Program  Participation 

Yes 

Yes 

Yes 
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Under  the  Local  Hire  Ordinance  OEWD  is  allowed  grant  conditional  waivers  based  on 
set  predetermined  exemptions.  Contractors  may  apply  for  local  hire  exemptions  on  a 
case-by-case  basis.  OEWD  is  reviewing  the  submitted  waivers. 

Specialized  Trade  Exemption:  Marine  related  Pile  Driving  and  Operating  Engineering 
work  are  considered  specialized  trades  and  are  exempt  from  the  City's  mandatory  local 
hiring  policy.  Work  hours  from  specialized  trades  are  excluded  from  the  percentage 
requirements. 

CityBuild  Program  Participation:  OEWD  has  advised  the  Port  that  to  date,  a  total  of  33 
CityBuild  clients  have  been  employed  onto  the  Pier  27  Cruise  Terminal  and  34th 
America's  Cup  Improvement  project.  Seven  workers  are  graduates  of  the  CityBuild 
Academy,  OEWD's  pre-apprenticeship  training  program. 

When  OEWD  determined  that  West  Bay  Builders,  the  prime  contractor  for  Pier  50,  was 
in  danger  of  not  meeting  the  local  hire  obligation,  OEWD  began  to  implement  a  plan  that 
has  increased  local  work  hours.  West  Bay  Builders  began  participating  in  the  CityBuild 
program  and  has  provided  new  employment  opportunities  to  two  San  Francisco 
carpenters.  One  of  the  carpenters  is  a  graduate  of  the  CityBuild  Academy.  The  second 
carpenter  was  sponsored  into  Local  22,  San  Francisco's  Carpenters  Union.  West  Bay 
Builders  has  indicated  they  will  they  will  continue  to  maintain  a  high  level  of  employment 
of  San  Francisco  workers  through  the  end  of  the  project. 

The  low  local  hire  percentage  for  the  Brannan  Street  Wharf  project  is  primarily  due  to 
the  lack  of  San  Francisco  Iron  Workers.  The  prime  contractor,  Dutra  Construction  is 
aware  of  the  issue  and  has  requested  a  waiver  by  participating  in  the  CityBuild  program. 
To  date,  Dutra  Construction  has  hired  six  CityBuild  workers  for  the  Brannan  Street 
Wharf  project.  One  client  is  a  graduate  of  the  CityBuild  Academy.  Additionally,  Dutra 
has  indicated  that  their  LBE  subcontractor,  Bauman  Landscape,  will  maximize  the 
number  of  San  Francisco  workers  on  the  crew  which  will  increase  the  local  hire 
percentage. 

It  should  be  noted  that  OEWD  does  not  determine  project  compliance  until  the  project 
reaches  1 00  percent  completion.  Port  staff  is  working  closely  with  OEWD  to  ensure  that 
the  Port's  contractors  are  meeting  their  obligations  under  the  Local  Hire  Ordinance. 

4.      Changes  to  IFPTE  Local  21  Staffing  Activity 

As  requested  by  the  International  Federation  of  Professional  and  Technical  Engineers 
(IFPTE)  Local  21 ,  staffing  activity  for  the  second  quarter  is  attached  as  Exhibit  4  to  this 
report. 

The  Port  experienced  one  Local  21  employee  separation  and  no  new  appointments. 
The  separation  was  Survey  Associate  position. 
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5. 


Projects  Completed  by  the  Department  of  Public  Works 


In  addition  to  managing  Port  projects  such  as  the  Pier  27  Cruise  Terminal,  the 
Department  of  Public  Works  has  been  authorized  to  assist  the  Port  with  the  following 
projects  through  interdepartmental  work  orders: 


a. 
b. 

c. 
d. 
e. 
f. 

g- 

h. 


m. 
n. 
o. 


Bureau  of  Architecture  -  ADA  Exiting  Study 

Bureau  of  Construction  Management  -  Pier  43  Bay  Trail  Link  Project 

Construction  Support  and  ADA  Improvements 


Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 
Bureau  of  Engineering 


Pier  26  Waterbar  HVAC 

Pier  28  IDEO  HVAC  PG&E  Service  Upgrade 

Pier  94  Backlands  Improvements 

Pier  94  Ground  Subsidence  Repairs 

Blue  Greenway  Parks  Signage  and  Furnishings 

Tulare  Park  Design 

Heron's  Head  Park  Design 

Cargo  Way  Design  Support  and  Construction  Support 

Port  Sanitary  Sewer  Utility  Mapping  Design 

Pier  331/2  Tenant  Improvements 

Brannan  Street  Wharf 

Pier  49  J1  Sewage  Update 

Bayview  Gateway  Park 


The  Port  also  has  interdepartmental  work  orders  with  numerous  other  City  departments 
for  services.  Notable  projects  include: 


a.  Municipal  Transportation  Agency  -  Cargo  Way  Street  Design 

b.  Art  Commission  -Art  Enrichment  Project 

c.  Art  Commission  -  Pier  90  Silos  Public  Art 


III.  CONCLUSION 


The  Port  surpassed  its  goal  of  20  percent  LBE  participation  based  on  all  contract 
payments  made  in  the  second  quarter  of  FY  2012-13.  During  the  quarter  the  Port  issued 
two  new  1 4B  eligible  contracts  that  had  a  combined  participation  rate  of  32  percent. 
While  there  were  individual  contracts  that  did  not  meet  the  Port's  internal  20  percent 
goal  for  the  quarter,  most  are  meeting  or  exceeding  their  contractually  obligated  goal 
based  on  overall  spending  to  date.  Notably,  actual  compliance  is  determined  at  contract 
close  out.  Port  staff  will  continue  to  work  collaboratively  with  CMD  staff  and  the 
contractors  in  order  to  ensure  continuing  success  in  meeting  LBE  goals  as  well  as  the 
early  identification  of  contractors  that  might  have  compliance  issues,  so  that  we  can 
work  collaboratively  with  CMD  and  the  contractor  to  rectify  the  situation  prior  to  the 
completion  of  the  contract.  Port  staff  will  work  towards  continued  achievement  of  the 
Port's  LBE  participation  goals,  to  meet  or  exceed  all  contract  requirements,  and  to 
develop  small  business  opportunities  on  future  projects. 
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Prepared  by: 


E.  Andres  Acevedo 
Contract  Administration 


Prepared  for:         Elaine  Forbes 

Deputy  Director 
Finance  &  Administration 

Ed  Byrne 

Chief  Harbor  Engineer 
Engineering 


cc:     Contract  Monitoring  Division,  Finbarr  Jewell 
Local  21,  IFPTE,  Ging  Louie 

Attachments: 


Exhibit  1 :  As-Needed  Contract  Service  Order  (CSO)  Payments 

Exhibit  2:  Construction  Contract  Payments 

Exhibit  3:  Professional  Services  Contract  Payments 

Exhibit  4:  Local  21  Staffing  Activity 

Exhibit  5:  Contracts  Awarded  to  Date  in  FY  201 2-1 3 
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SAN  FRANCISCO 


SAN  FRANCISCO 
PORT  COMMISSION 


MARCH  26,  2013 
MINUTES  OF  THE  MEETING 

GOVERNMENT 
DOCUMENTS  DEPT 

APR -  4  2013 

MEMBERS,  PORT  COMMISSION       san  Francisco 

HON.  DOREEN  WOO  HO,  PRESIDENT       PUBLIC  LIBRARY 
HON.  KIMBERLY  BRANDON,  VICE  PRESIDENT 
HON.  WILLIE  ADAMS 
HON.  LESLIE  KATZ 


MONIQUE  MOYER,  EXECUTIVE  DIRECTOR 
AMY  QUESADA,  COMMISSION  SECRETARY 


CITY  &  COUNTY  OF  SAN  FRANCISCO 
PORT  COMMISSION 


MINUTES  OF  THE  MEETING 
MARCH  26,  2013 

1 .  CALL  TO  ORDER  /  ROLL  CALL 

Port  Commission  President  Woo  Ho  called  the  meeting  to  order  at  2:05  p.m.  The 
following  Commissioners  were  present:  Doreen  Woo  Ho,  Kimberly  Brandon,  Willie 
Adams  and  Leslie  Katz. 

2.  APPROVAL  OF  MINUTES  -  March  1 2,  201 3 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams  seconded 
the  motion.  All  of  the  Commissioners  were  in  favor.  The  minutes  of  the  March  12, 
2013  meeting  were  adopted. 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

4.  EXECUTIVE  SESSION 

A.  Vote  on  whether  to  hold  closed  session. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

At  2:07  p.m.,  the  Commission  withdrew  to  executive  session  to  discuss  the 
following  matters: 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 
NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-Citv/Port 
representative: 

a.     Property:  AB  4052;  41 1 1 ,  lots  3  and  4;  also  known  as  Pier  70 

Waterfront  Site,  located  near  the  intersection  of  22nd  Street  and  Illinois 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development 

*Negotiating  Parties:  Forest  City  Development  California:  Kevin  Ratner 
and  Alexa  Arena 

(2)  CONFERENCE  WITH  LEGAL  COUNSEL  REGARDING  EXISTING 
LITIGATION  MATTER  (Discussion  and  Action  Item) 

a.     Discuss  existing  litigation  matter  pursuant  to  Sections  (a)  and  (d)  of 
California  Government  Code  Section  54956.9  and  San  Francisco 
Administrative  Code  section  67.10(d): 


•  City  and  County  of  San  Francisco  vs.  Geocell  Systems,  Inc. 

(San  Francisco  Superior  Court  Case  No.  CUD-11 -636682;  filed  April 
18,  2011) 

5.  RECONVENE  IN  OPEN  SESSION 

At  3:20  p.m.,  the  Port  Commission  withdrew  from  executive  session  and 
reconvened  in  open  session. 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  closed  session  and 
reconvene  in  open  session.  Commissioner  Adams  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

ACTION:  Commissioner  Brandon  disclosed  that  the  Commission  voted  unanimously 
to  approve  the  settlement  agreement  with  Geocell  Systems,  Inc.,  as  described  in 
Agenda  Item  4.A.(2)(a).  Commissioner  Brandon  moved  approval  to  not  disclose  any 
other  information  discussed  in  closed  session;  Commissioner  Katz  seconded  the 
motion.  All  of  the  Commissioners  were  in  favor. 

6.  PLEDGE  OF  ALLEGIANCE 

7.  ANNOUNCEMENTS:  The  Commission  Secretary  announced  the  following: 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting:  Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers 
and  similar  sound-producing  electronic  devices  are  prohibited  at  this  meeting. 
Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room 
of  any  person (s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or 
other  similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments:  Please  be  advised  that 
a  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission  adopts  a  shorter 
period  on  any  item. 

8.  EXECUTIVE 

A.    Executive  Director's  Report:  Monique  Moyer  reported  the  following: 

•    March  15.  2013  - 1 0th  Anniversary  of  the  Ferry  Building  Rehabilitation 

We  are  just  extremely  proud  to  be  joining  Equity  Office  Partners  in 
celebrating  the  10th  anniversary  of  the  Ferry  Building's  reopening.  As  you 
know,  March  15,  2013  marked  their  10th  anniversary.  In  those  10  years,  the 
Ferry  Building  has  once  again  returned  to  its  grandeur  as  a  renowned  and 
highly  visited  landmark  of  the  City  of  San  Francisco. 
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I  wanted  to  take  the  opportunity  to  kind  of  walk  us  back  a  little  bit  through 
what  we've  done.  As  you  know,  the  Ferry  Building  was  originally  conceived 
now  well  over  100  years  ago.  It  replaced  a  building  that  was,  for  all  intents 
and  purposes,  more  like  a  barn-like  structure,  but  was  the  centerpiece  of  the 
waterfront. 

Back  in  the  early  1890's,  the  harbor  commissioners  determined  that  the 
waterfront  was  in  need  of  an  iconic  building,  and  they  moved  forward  with  the 
building.  It  represented  a  lot  of  firsts  at  the  time,  not  the  least  of  which  was 
the  methodology  for  the  piles  themselves  and  the  number  of  piles,  but  also 
the  tower,  which  is  245  feet  tall  and  was  the  tallest  edifice  of  its  time. 

The  building  finally  opened  in  1903.  As  you  know,  in  1906  we  had  the 
earthquake  and  everything  survived  except  the  clock  stopped.  If  you  look 
back  in  the  records  then,  in  1906  through  1907,  there  was  a  robust  debate  as 
to  whether  to  fix  the  clock  and  keep  the  tower,  and  happily  we  did. 

Unfortunately  in  the  1960's,  the  Embarcadero  Freeway  was  built,  effectively 
cutting  off  the  Ferry  Building.  It  continued  to  serve  its  purpose  of  moving  ferry 
passengers,  but  it  lost  a  lot  of  its  vibrancy  and  its  stature  as  a  front  door  to 
the  city. 

The  Embarcadero  Freeway  eventually  came  down,  and  the  Port  Commission 
and  the  public  at  that  time  determined  that  the  rehabilitation  and  renovation 
of  the  Ferry  Building  was  the  Port  Commission's  highest  priority.  At  that  point 
in  time,  as  you  know,  the  Ferry  Building  was  the  headquarters  of  the  Port 
offices.  To  make  the  renovation  work,  the  Port  relocated  its  offices. 

I  wanted  to  point  out  that  at  the  time,  the  Port  Commission  made  the  findings 
of  the  restoration  and  adaptive  reuse  of  the  Ferry  Building.  The  surrounding 
buildings  and  the  piers  are  critical  to  the  reunification  of  the  city  with  its 
waterfront  and  to  reestablishing  the  Ferry  Building's  civic  importance.  In 
doing  so,  they  adopted  eight  objectives,  and  I  just  want  to  mention  three 
today. 

The  first  was  to  preserve  and  restore  the  historic  structures  on  the  Ferry 
Building  Waterfront,  both  to  recall  the  area's  historic  use  and  accommodate 
new  uses.  Another  was  to  provide  a  mix  of  uses  that  emphasized  the  civic 
importance  of  the  area,  generates  waterfront  activity  and  serves  San 
Franciscans  and  visitors  alike.  Another  was  to  restore  the  Ferry  Building 
Waterfront  as  a  major  transit  center  by  improving  transit  access  and  transfers 
among  water  and  land  transportation  modes. 

In  1998,  almost  100  years  after  the  building  was  first  completed,  the  Port 
Commission  issued  an  RFP  to  redevelop  the  Ferry  Building  and  with  the 
goals  that  I  just  mentioned  above. 
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There  was  a  lot  of  competition  for  that  development,  but  the  winning  design 
was  presented  by  the  joint  venture  of  Wilson  Meany  and  property  manager 
Equity  Office.  They  went  forward  to  create  then  230,000  square  feet  of  reuse 
which  is  divided  between  the  first-floor  marketplace  and  the  second  and 
third-floor  office  space. 

Today  they  continue  to  have  their  strong  partnership  with  CUESA,  the  Center 
for  Urban  Education  about  Sustainable  Agriculture.  That  brings  1 .3  million 
people  to  the  Ferry  Building  each  year.  The  marketplace  on  the  ground  floor 
brings  another  6  million  to  the  Ferry  Building  each  year.  In  2012,  we  had  our 
record  3.6  million  ferry  passengers.  We  are  close  at  1 1  million  visitors  for 
2012  to  this  amazing  Ferry  Building. 

I  noted  that  when  the  Ferry  Building  opened,  there  was  a  report  issued  by  the 
architects,  which  was  a  joint  venture  of  SMWM,  Bauldauf  Catton  von 
Eckartsberg  and  Paige  and  Turnbull.  They  wrote  something  I  found 
intriguing,  which  was,  "In  American  cities,  the  second  half  of  the  20th  century 
saw  a  pervasive  expansion  of  freeways  and  industrialization  of  food  supplies 
and  a  transformation  of  restaurants  and  cafes  by  national  franchises.  But  the 
first  half  of  the  21st  century  may  see  a  turning  of  the  tables.  The  need  to 
create  a  sense  of  place  focused  on  local  identity  and  cultural  values  may 
once  again  be  taking  hold  of  the  American  psyche." 

Now  we  all  know  what  happened,  which  is  that  with  the  guidance  of  Equity 
Office  Partners  and  Chris  Meany  and  Michelle  Meany,  the  Ferry  Building  has 
become  the  new  mode  for  sustainable  foods,  the  new  iconic  structure,  not 
just  physically,  but  also  on  tables  everywhere  throughout  the  Bay  Area  in 
recipes  and  now  part  of  the  renowned  San  Francisco  culture. 

I  hope  that  you  will  all  join  me  in  congratulating  Equity  Office  Partners.  Jane 
Connors  is  here  as  their  representative  today.  Chris  and  Michelle  Meany,  the 
port  staff,  everybody  who  worked  on  the  Waterfront  Land  Use  Plan,  the  Port 
Commissioners  and  the  real  estate  team  that  included  too  many  architects, 
engineers,  lawyers,  etc.,  to  name,  but  all  of  which  contributed  to  this  great 
renaissance. 

Jane,  on  our  behalf,  please  extend  our  congratulations  and  kudos  for  really 
doing  what  people  only  dreamed  about  10  years  ago  and  doing  it  so  well  that 
it  is  still  a  new  brand  today,  and  we're  just  really  honored  to  have  partnered 
with  all  of  you.  Please  join  me  in  congratulating  them. 

Commissioner  Woo  Ho  -  We  have  a  little  plaque  to  commemorate  that  as 
well  if  you  would  come  up? 

Let  me  introduce  Jane  Connors,  the  Senior  Property  Manager  for  Equity 
Office  Partners  and  the  brain  trust  behind  the  daily  operations  here  at  the 
Ferry  Building. 
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Jane  Connors  -  The  Ferry  Building's  success  over  the  last  10  years  is  the 
result,  as  Monique  said,  of  so  many  people's  efforts.  I  want  to  especially 
thank  the  staff  at  the  Port  who  have  bolstered  and  supported  us  through  so 
many  projects  large  and  small. 

First,  of  course,  to  Monique  Moyer  who  from  day  one  answered  every  late 
night  phone  call  and  email  from  me  and  who  was  the  first  call  I  got  when  the 
Slanted  Door  fire  occurred.  Her  voicemail  said,  "Jane,  what  can  we  do  to 
help?"  She  also  sent  the  photos  right  afterwards  too  from  her  office.  I  have 
lots  of  historic  photos  on  that  event.  Also  to  Renee  Dunn,  my  first  anchor  at 
the  port.  I  actually  started  doing  the  PR  and  marketing  for  the  Ferry  Building 
when  it  opened  10  years  ago.  Also  to  Elsa  Lamb,  Susan  Reynolds,  Elliot 
Riley  in  real  estate  who  patiently  answer  every  what-if  question  I  ask. 

To  Byron  Rhett,  Dan  Hodapp,  Diane  Oshima,  Phil  Williamson,  Kathleen 
Diohep  and  Mark  Paez  and  Jonathan  Stern  who  helped  develop  and  plan  our 
continued  growth.  To  all  the  guys  at  the  permit  desk  who  every  time  I  go  to 
apply  for  a  building  permit  they're  absolutely  patient  in  guiding  me  along  all 
the  approval  processes. 

Finally  to  Manny  Pacheco,  Mauricio  Rodriguez,  George  Onyemem,  Patricia 
San  Agustin  and  Amy  Quesada.  You  guys  make  all  these  meetings  work  and 
all  the  events  here  at  the  Ferry  Building  and  the  Port  Commission  work. 
Thank  you  so  much. 

Monique  Moyer -Thank  you  again,  Jane.  It's  been  very  gratifying,  and 
thanks  to  your  team  as  well. 

•   Coqueta,  Michael  Chiarello's  new  restaurant  at  Pier  5 

I  want  to  talk  about  a  new  restaurant  coming  into  Pier  5  at  the  former  Lafitte 
space  at  Pier  5.  We  are  lucky  to  be  getting  celebrity  chef,  Michael  Chiarello, 
who  is  opening  a  Spanish-inspired  restaurant  with  the  coy  name,  Coqueta, 
which  means  "flirt"  in  Spanish  and  apparently  refers  to  Mr.  Chiarello's  desire 
to  flirt  with  Spanish  cuisine  and  technique. 

You  may  know  him.  He  is  quite  a  celebrity.  He  is  a  specialist  in  Italian- 
influenced,  California  cuisine.  He  owns  a  restaurant,  a  winery  and  vineyards 
in  Napa  Valley,  and  he  hosts  two  different  network  shows;  one  on  the  Fine 
Living  Network  called  "Napa  Style"  and  another  on  the  Food  Network  called 
"Easy  Entertaining." 

The  new  Coqueta  at  Pier  5  will  represent  his  first  foray  into  Spanish  food,  but 
also  his  first  restaurant  in  San  Francisco.  We're  very  thrilled  that  he  has 
chosen  to  do  that  on  the  waterfront.  Coqueta  is  to  have  approximately  78 
seats,  30  of  which  would  be  at  the  bar  and  he  has  taken  out  a  permit  for  a 
wood-fired  oven  so  we're  looking  forward  to  that. 
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His  lease  actually  requires  him  to  use  sustainable  food  from  the  Ferry 
Building  or  otherwise.  It's  my  understanding  that  he  has  enlisted  a  farm  to 
grow  specialty  items  for  him,  so  we're  excited  about  that.  He  will  be  offering 
everything  from  gin  and  tonics,  which  apparently  is  a  growing  drink  in  Spain, 
to,  of  course,  the  Sangria  that  we  all  know  and  equate  with  Spanish  food. 

The  restaurant  opening  date  is  going  to  be  sometime  in  April  just  in  time  to 
celebrate  the  Exploratorium's  opening  and  the  Port's  150th  birthday  so  I  hope 
to  see  all  of  you  over  there  for  a  little  libation  and  celebration  of  a  great  April. 
That's  very  exciting  news. 

•    Exploratorium  named  Best  Real  Estate  Renovation  Project  by  the  San 
Francisco  Business  Times 

As  you  know,  the  Exploratorium  is  about  to  open  its  doors  in  April.  In  doing 
so,  they  were  nominated  as  one  of  150  nominations  to  the  San  Francisco 
Business  Times'  list  of  real  estate  deals  of  the  year.  The  judges,  which 
consist  of  an  architect,  a  real  estate  lawyer,  brokers  and  developers  whittled 
the  150  down  to  50,  and  the  Exploratorium  project  made  that  cut. 

March  20,  2013,  the  Exploratorium  won  the  best  real  estate  renovation 
project  deal  of  the  year,  which  is  an  amazing  coup.  They  have  various 
reasons  probably  that  you'll  get  to  hear  about  in  a  minute  for  being  awarded, 
but  not  the  least  of  which  was  their  amazing  renovation  of  a  pier  that's  in  its 
90s,  which  has  probably  now  a  well-known  and  loved  number  of  fur  piles 
underneath  it.  They  manage  to  hand  touch  each  and  every  one  of  those, 
which  I  find  amazing  in  and  of  itself.  They  have  a  great  video  on  that  if  you 
ever  want  to  see  it.  Of  course,  they  have  built  it  in  a  way  that  is  incredibly 
sustainable  and  very  befitting  of  the  great  bay  that  we  are  lucky  enough  to 
live  with. 

I  want  to  congratulate  the  Exploratorium  and  their  contractor,  Nibbi  Brothers, 
their  architect,  EHDD,  and  their  engineers,  Rutherford,  Chekene,  Integral 
Design  Group,  Cammisa  and  Wipf. 

I  want  to  recognize  that  the  Exploratorium  will  be  a  330,000  square  foot 
space  with  both  indoor  and  outdoor  access  at  Pier  1 5.  It's  about  1 V2  acres  of 
free  space  from  everything  from  a  public  plaza  to  the  promenade  itself,  the 
lobby,  the  gift  store  and  a  Great  Bay  History  Walk  and  the  cafe.  We're  really 
very  fortunate  to  have  them. 

As  you  know,  they  also  are  surrounded  by  water,  so  we  will  have  some  new 
berths  and  eventually  a  water  taxi  landing.  We  couldn't  be  more  thrilled  to 
welcome  the  Exploratorium  to  their  new  home  on  the  waterfront. 

For  those  of  you  that  have  already  had  the  opportunity  to  see  it,  once  you 
see  it,  you  know  that  it  couldn't  possibly  be  located  anywhere  but  the 
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waterfront.  We're  so  thrilled  to  be  able  to  welcome  you  to  our  family  and  look 
forward  to  having  you  with  us  for  the  next  150  years. 

April  17,  2013  -  Exploratorium  Grand  Opening  at  Pier  15 

I'd  like  to  introduce  Dennis  Bartels,  the  Executive  Director  of  the 
Exploratorium.  Dennis  has  an  amazing  pedigree,  if  you'll  excuse  the  phrase. 
He  is  an  internationally  known  science,  education  and  policy  expert.  He's 
been  the  Exploratorium's  director  since  2006,  so  a  little  bit  after  the  site  was 
selected,  but  in  time  for  all  the  heavy  lifting,  which  he  has  done  magnificently. 

Dennis  holds  a  Ph.D.  in  education  administration  and  policy  analysis  from 
Stanford,  and  he  has  received  more  than  $28  million  in  grants  from  the 
National  Science  Foundation  and  other  sources  and  has  just  done  an 
amazing  job  with  the  Pier  1 5  project.  Congratulations  on  all  accounts,  and 
please  join  me  in  welcoming  Dennis  Bartels. 

Dennis  Bartels  -  This  has  truly  been  an  amazing  partnership  from  the  very 
beginning,  which  was  in  2004  when  we  identified  Piers  15  and  17  as  the  new 
home  for  the  Exploratorium. 

We  are  opening  to  the  public  on  April  17,  2013  and  you  are  all  invited.  For 
many  people,  it  feels  like  it's  just  coming  to  their  attention  now  and  must  be 
just  getting  started  when,  in  fact,  if  I  could  borrow  a  baseball  metaphor,  we 
are  at  the  bottom  of  the  ninth,  two  outs,  two  strikes,  three  balls,  and  we're  still 
swinging  the  bat.  We've  got  one  more  pitch,  but  I'm  really  pleased  to  report 
that,  in  fact,  we  will  have  95  percent  of  the  exhibits  ready  to  go  on  opening 
day.  In  fact,  over  90  percent  of  them  are  ready  today.  We  kept  this  project 
mostly  on  schedule  and  mostly  on  budget,  and  we're  going  to  hit  that  end  of 
the  day,  and  it  really  attests  to  the  kinds  of  cooperation  that  we  did  get  from 
not  just  the  Port  and  its  staff,  but  from  the  whole  city  and  community. 

A  few  facts  about  the  project  that  make  me  so  excited  about  it.  First  and 
foremost,  we  have  been  dying  to  play  in  the  outdoors  for  43  years,  since  our 
opening  in  1969.  We  have  21/a  acres  to  play  with,  all  these  years  shrinking 
Mother  Nature  down  to  tabletop  size  and  bringing  her  indoors.  We  finally  get 
to  go  outdoors  and  play  with  Mother  Nature  herself. 

However,  80  percent  of  that  outdoor  space  is  free  to  the  public  24/7.  It  will 
have  Exploratorium  exhibits,  explainers  and  carts  and  experiences 
happening  throughout.  In  fact,  if  you  have  noticed  already,  our  explainers 
don't  even  respect  the  property  lines.  They  move  their  carts  all  the  way  to  the 
front  of  the  Ferry  Building  and  all  the  way  down  to  Fisherman's  Wharf.  We 
feel  like  we  own  the  whole  Embarcadero. 

The  vision  of  that  really  was  the  Pompadour  Plaza  from  the  Pompadour 
Center  in  Paris.  If  you've  ever  been  there,  that  is  an  activated,  animated  civic 
space  open  all  the  time.  As  we  may  have  one  million  people  who  come  in 
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and  enjoy  the  ticketed  part  of  the  Exploratorium,  we  estimate  just  given  the 
traffic  already,  the  foot  traffic  on  the  Embarcadero,  we  may  see  upwards  from 
three  to  five  million  people  a  year  who  walk  onto  our  campus  just  for  those 
experiences  at  the  end  of  the  pier  and  will  have  Exploratorium  experiences 
back  and  forth  as  they  exit  the  property. 

We  are  really  pleased  to  offer  that  free  amenity  to  all  the  citizens  and  visitors 
to  San  Francisco,  and  we  honestly  think  in  the  long  run  that  this  will  help  with 
attendance,  not  take  away  from  it. 

We  have  that  beautiful  glass  building  at  the  end,  the  Bay  Observatory  we  call 
it,  which  is  there  to  help  everybody  appreciate  this  amazing,  natural  and 
manmade  landscape  with  that  360-degree  view. 

We  provided  many  kinds  of  scientific  and  other  kinds  of  tools  for  people  to 
understand  not  just  what  exists  here  now  in  the  bay,  for  instance,  training  a 
telescope  on  the  Bay  Bridge  as  one  of  the  world's  largest  thermometers. 

You  may  not  be  aware  that,  in  fact,  85  percent  of  the  change  in  elevation  of 
that  Bay  Bridge  is  due  to  its  temperature,  not  its  weight.  You  can  put  a 
telescope  on  it,  calibrate  it  with  a  scale  and  look  at  that  and  where  the 
elevation  of  that  suspension  bridge  is  and  say,  "Oh,  it's  72  degrees  today"  or 
"it's  60"  or  "it's  about  80,"  so  really  pointing  out  a  lot  of  the  things  that  seem 
invisible  to  most  of  us  all  day  and  making  those  things  visible,  including,  for 
instance,  where  the  old  land  lines  used  to  live  and  how  many  ships  --  300 
ships  within  500  meters  of  our  new  home. 

Finally,  it  just  goes  without  saying  the  amazing  if  not  radical  accessibility  of 
that  new  site  compared  to  our  old  home.  As  an  example,  many  of  you  may 
know  that  for  40-plus  years,  one  of  our  most  popular  and  impactful  programs 
have  been  hiring  120  high  school  youth  a  year  to  run  the  museum.  They  are 
our  operational  staff  on  the  floor.  We  do  not  have  volunteers  or  adult 
docents.  There  are  1 5  to  1 9-year-old  youths  who  open  and  close  the 
museum,  who  do  all  the  demonstrations,  who  find  lost  kids,  who  fix  broken 
exhibits,  and  do  all  that  work.  We  were  so  pleased  recently  to  learn  that 
historically  over  20  percent  of  the  kids  in  that  program  have  come  from 
District  10,  the  Bay  View  and  Hunter's  Point. 

However,  it  has  taken  our  employees  from  that  part  of  town  typically  over  an 
hour  and  a  half  to  come  to  work  when  we  lived  at  the  Palace  of  Fine  Arts. 
Here  they  tell  me  it's  only  going  to  take  them  20  to  25  minutes  to  come  to 
work  now,  so  we  are  opening  ourselves  up  to  the  entire  community  as  well 
as  the  East  Bay  and  all  points  south  on  the  peninsula  with  this  new  home, 
which  means  we  really  become  much  more  a  part  of  the  whole  community 
here  at  the  front  porch  of  San  Francisco. 
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Finally,  I  just  need  to  follow  on  Monique's  very  kind  mention  of  our  Business 
Times'  Awards  among  others.  That  too  is  a  shared  award  with  the  Port,  the 
Commissioners  and  the  Port  staff.  In  fact,  here  is  the  award. 

What  I  said  that  night,  which  is  so  true,  that  since  the  day  that  we  signed  the 
lease  and  joined  this  partnership  together  formally  in  2010  and  broke  ground 
in  November  of  2010,  we  have  nothing  but  the  most  fervent  praise  for  the 
Port  staff  -  Jay  Edwards,  Phil  Williamson,  Byron  Rhett,  Jennifer  Sobol, 
Monique  Moyer  and  the  whole  team  has  been  so  responsive  as  well  as  Fire 
Marshall  Ken  Cofflin.  It's  not  that  you've  relaxed  any  of  your  constraints.  You 
guys  are  sticklers,  and  I  do  respect  that.  It's  for  good  reason. 

Even  in  being  sticklers,  you  have  been  right  there  every  time  we've  asked, 
and  you've  been  fabulous  in  working  out  the  solutions  that  allow  us  to  keep 
to  our  schedule  to  open  on  April  1 7,  which  is  so  very  important  to  us.  I 
commend  every  person  from  the  Port's  team  that's  worked  with  us  and  have 
been  just  amazing  every  time  we  call. 

One  thing  we  learned  not  too  long  ago  which  sort  of  surprised  us  but  we're 
very  proud  of  is  we  found  out  from  a  trade  magazine,  Ad  Week,  that  the 
Exploratorium  is  the  fifth  highest-ranked  equity  in  its  brand  and  trademark  of 
any  other  museum,  of  any  other  type  in  the  world,  behind  the  Louvre,  the 
Smithsonian,  the  Getty  and  the  Met  --  number  five.  If  we  were  number  five  at 
the  Palace  of  Fine  Arts,  just  wait  till  you  see  what  we're  going  to  do  with  Piers 
1 5  and  1 7.  Thank  you  very  much. 

Monique  Moyer  -  Thank  you,  Dennis,  and  congratulations  to  you  and  your 
board,  especially  your  development  committee  and  our  thanks  for  choosing 
us  at  the  waterfront.  It  is  really  wonderful  and  congratulations  on  the  award 
very  much.  It's  pretty  cool,  so  thank  you  for  coming  today. 

•    March  12-19,  2013  -  Report  on  Breakbulk  China  Conference  and  marketing 
trips  to  China 

As  you  may  recall  Commissioner  Adams,  Peter  Dailey  and  Jim  Maloney 
attended  the  Fifth  Annual  Breakbulk  China  Conference  in  Shanghai  China  on 
March  12-19,  2013.  The  Breakbulk  Asia  Conference  is  the  largest  gathering 
of  its  kind  in  Asia.  It  brings  in  carriers,  importers,  exporters  and  ports. 
Everyone  that's  involved  in  shipping  the  type  of  cargo  we  bring  into  Pier  80 
that  is  breakbulk.  I  understand  it  was  a  phenomenally  successful  trip,  and  I'd 
like  to  turn  it  over  to  Commissioner  Adams,  Peter  Dailey  and  Jim  Maloney  to 
say  a  few  words. 

Peter  Dailey,  Deputy  Director  of  Maritime  - 1  want  to  give  you  a  brief  overview 
of  this  trip.  We  returned  about  a  week  ago.  I'm  just  now  starting  to  sleep  at 
regular  hours.  It  was  a  long  trip,  but  it  was  a  very  fruitful  and  successful  trip, 
but  we  have  a  lot  of  work  to  do  going  forward.  As  Monique  mentioned,  the 
main  purpose  of  the  trip  was  to  attend  a  trade  show,  but  generally  speaking, 
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it  was  to  increase  awareness  for  the  port's  maritime  industrial  activities, 
specifically  our  cargo  shipping  and  cargo  interests,  increase  volume  of  Pier 
80  with  breakbulk  cargo.  The  last  few  years  have  been  tough  for  all  West 
Coast  ports,  but  we're  starting  to  see  a  bit  of  an  uptick.  A  lot  of  that  is  being 
sourced  in  cargo  in  China. 

I've  talked  to  possible  partners  in  developing  an  export  bulk  facility  at  Pier  96 
of  a  longer  term  project  that  the  maritime  division  has  been  very  anxious  to 
try  to  connect  the  dots  in  terms  of  cargo  interests  and  possible  people  with 
capital  interested  in  investing  in  the  project. 

I  want  to  thank  Commissioner  Adams  for  going  on  the  trip  with  us.  Jim 
Maloney  did  a  fantastic  job  of  organizing  the  trip  and  making  our 
appointments  and  making  our  time  well  spent. 

Eighty-five  percent  of  the  breakbulk  cargo  in  the  world  is  generated  in  Asia 
that  comes  to  the  Port  of  San  Francisco.  It's  a  huge  growing  market  as 
everybody  well  knows.  This  conference  was  filled  with  5000  attendees  from 
virtually  every  port  in  the  nation,  virtually  every  port  in  the  world. 

We  talked  to  Port  of  Portland,  Port  of  Houston.  We  had  lunch  with  the  Port  of 
San  Diego.  All  of  our  competitors  were  there,  and  they  were  all  kind  of 
shaking  their  heads  at  the  opportunity  that  China  presents  to  West  Coast 
ports. 

There  were  many  trip  highlights,  and  the  trade  show  just  being  one  of  them. 
You  have  to  get  up  early  in  the  morning  with  Commissioner  Adams.  He 
works  out  for  two  hours  before  I  have  a  cup  of  coffee.  When  he  hits  the  trade 
show,  he  was  ready  to  go,  and  I  had  to  kind  of  keep  up  with  him. 

We  talked  to  a  number  of  different  shippers  and  shipping  lines.  Most  of  our 
leading  shipping  companies  that  call  at  our  port  have  booths  there  and  had 
their  Asian  operations  and  marketing  staff  that  we  had  a  chance  to  visit  with. 

There's  a  lot  of  interest  in  San  Francisco.  A  lot  of  the  infrastructure  projects 
that  are  starting  to  come  online  are  going  to  be  sourced  in  China.  We  got 
confirmation  at  the  trip  of  two  tunnel  boring  machines  that  are  going  to  be 
used  for  the  Central  Subway  Project  are  on  the  water  as  we  speak  that  are 
coming  to  San  Francisco. 

There  will  be  another  ship  later  in  the  spring.  We're  bringing  these  projects  to 
San  Francisco.  We  got  confirmation  at  the  trade  show.  There  is  interest  in 
the  Central  Subway  Project's  steel  components  and  construction  materials 
coming  sourced  from  China  to  San  Francisco,  Trans-Bay  Terminal,  and  the 
last  one's  the  most  interesting  one.  There  was  a  lot  of  interest.  Apple 
Computers  is  building  a  new  headquarters  in  Cupertino,  one  of  the  largest 
buildings  ever  built  in  the  United  States.  Many  of  the  components  of  that 
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building  are  being  sourced  around  the  world.  For  once,  San  Francisco  is 
ideally  geographically  located  for  that  project. 

We  also  met  with  the  Port  of  Shanghai.  The  Port  of  Shanghai  and  San 
Francisco  are  sister  ports.  It's  one  of  the  largest  if  not  the  largest  port  in  the 
world.  Last  year  they  did  32  million  20-foot  container  equivalents.  For 
comparison's  sake,  the  Port  of  Oakland  did  about  two  million  last  year.  That's 
the  order  of  magnitude  we're  talking  about. 

In  terms  of  other  modes  of  transport,  they're  China's  largest  breakbulk  port, 
largest  bulk  port,  and  largest  cruise  port.  Every  day  we  were  there,  we  saw 
another  cruise  ship.  They've  invested  heavily  in  their  cruise  operations. 

We  had  a  wonderful  meeting  with  the  senior  executives  for  the  Port  of 
Shanghai.  They  take  this  relationship  very  seriously.  They  hosted  us  to  a 
wonderful  luncheon.  They  look  forward  to  visiting  us  and  continuing  our 
relationship.  They  are  a  government  agency.  Not  only  do  they  run  the  port; 
they  also  run  the  trains,  the  taxis,  and  just  about  everything  else  that  goes  on 
in  Shanghai.  It  was  a  wonderful  visit. 

We  stopped  by  the  China  SF  office  in  Shanghai  and  had  an  appointment  with 
Ben  Sun,  who  unfortunately  is  leaving  China  SF.  Nonetheless,  he  set  up  a 
luncheon  with  us.  We  expressed  our  interest  in  the  export  bulk  facility.  He  set 
up  a  luncheon  with  us  with  one  of  the  biggest  importers  of  iron  ore  in  China 
who  set  up  another  appointment  with  us  with  a  government-owned  company 
called  China  National  Building  Materials.  Just  like  that,  I'm  learning  quickly 
that  in  China  it's  not  really  what  you  know;  it's  who  you  know  and  who  they 
know.  Amazingly,  these  people  came  to  our  hotel.  They're  the  largest 
importer  of  iron  ore  in  the  world.  We  had  a  meeting  with  them.  We  talked 
about  our  operation.  They  said,  "Okay,  well  we'll  come  out  next  month.  Can 
we  come  out  in  April  and  visit  your  port?  We're  interested  in  looking  at 
developing  this  terminal  with  you." 

We  set  up  a  meeting  with  this  group.  They're  coming  to  San  Francisco  as  a 
result  of  a  meeting  that  we  didn't  even  expect  to  have  with  somebody  who 
happened  to  know  somebody  else.  It  was  just  staggering. 

We  had  a  sales  call  with  Saga  Forest  Carrier.  It's  our  largest  breakbulk 
carrier.  Roberto  Muricy  is  their  new  general  manager  from  Brazil,  a  great 
guy.  A  lot  of  the  cargo  that's  being  sourced  here  comes  from  Shanghai,  so  it 
was  great  for  Commissioner  Adams,  Jim  and  me  to  visit  him. 

We  travelled  to  Beijing  after  the  Shanghai  visit.  You  hear  a  lot  about  high- 
speed rail  in  California,  and  do  we  need  to  build  it  or  do  we  not  need  to  build 
it?  Well,  you  got  my  vote  that  we  do  need  to  build  it  because  we  were  able  to 
take  the  train  from  Shanghai  to  Beijing.  It  cost  $150.  it  was  seamless.  It  was 
smoother  than  BART,  cleaner  than  BART  and  on  time.  We  were  there  in  four 
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and  a  half  hours  in  central  Beijing.  It  was  an  amazing  technological 
investment  in  infrastructure  that  we  should  emulate  and  just  copy. 

While  in  Beijing,  we  had  a  number  of  good  meetings.  The  first  was  with 
China  Ocean  Shipping  Company  (  COSCO),  the  largest  shipping  company  in 
China.  We  didn't  meet  with  staff;  we  met  with  the  chairman,  Dr.  Wei,  who  is  a 
very  impressive  fella.  We  told  him  about  our  bulk  operation.  He  said  that 
COSCO  has  the  largest  bulk  fleet  in  the  world.  He  put  us  in  touch  with  his 
lieutenants  who  were  in  the  meeting  to  try  to  develop  some  sort  of  trade  on 
this  iron/ore  export  project  in  Pier  96. 

Then  lastly,  one  of  the  highlights  of  the  trip  and  professionally  it  was  quite  a 
highlight  for  me  too  is  Commissioner  Adams  through  his  connections,  his 
friendship  really,  had  him  set  up  a  meeting  with  investor,  Gary  Locke  at  the 
U.S.  Embassy  in  Beijing. 

Gary  Locke,  former  governor  of  Washington,  Secretary  of  Commerce  and 
most  importantly,  a  grade  school  friend  of  Mayor  Lee,  was  so  gracious  with 
his  time.  We  spent  an  hour  with  him  in  his  chambers  with  members  of  his 
State  Department  staff  to  discuss  West  Coast  trade  issues,  labor  issues,  and 
our  port.  He  was  a  very  interesting  guy,  and  it  was  a  fantastic  meeting. 

We  had  a  good  meeting,  but  now  the  real  hard  work  begins.  We  have  a  lot  of 
follow-up  to  do  with  our  breakbulk  customers.  We  had  this  meeting  with  the 
China  National  Building  Materials  folks  that  are  coming  from  Shanghai  to  San 
Francisco  to  visit  us  specifically. 

We  have  to  follow  up  with  COSCO,  and  we  need  to  forward  some  contacts  to 
Governor  Brown's  office.  Governor  Brown,  as  you  know,  is  heading  to  China 
in  the  next  couple  weeks.  Ambassador  Gary  Locke  asked  us  if  we  had  any 
contacts.  He  wanted  to  make  sure  we're  invited  to  his  receptions,  that  we 
give  those  to  them. 

We  have  a  lot  of  work  to  do,  and  it  was  a  fantastic  trip.  I  want  to  thank 
Commissioner  Adams  and  Jim  Maloney  for  their  patience  and  their  great 
work.  I've  learned  that  hanging  out  with  Commissioner  Adams,  you  bump 
into  amazing  people.  Today,  for  example,  we  had  the  youngest  senator  in  the 
United  States,  Senator  Brian  Schatz  from  Hawaii  was  in  the  lobby.  We  had  a 
chance  to  give  him  a  tour  of  our  port.  I've  met  ambassadors  and  senators.  I 
don't  know  what's  next. 

Commissioner  Adams  -  First  of  all,  I  want  to  thank  Peter  Dailey  and  Jim 
Maloney.  It  was  really  a  world-class  trip  that  we  took.  We  were  treated  like 
heads  of  state.  With  the  ILWU  and  the  Port  of  San  Francisco,  we  were  on  the 
world's  stage,  and  I  think  we  lived  up  to  the  billing. 


The  Port  of  Shanghai  is  the  largest  port  in  the  world.  We  also  met  with  the 
union.  Think  about  it;  they  handle  over  34  million  containers  and  they're 
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growing.  Shanghai  is  a  city  with  its  own  twist  and  twang,  just  buildings 
everywhere.  It's  just  good.  I  met  with  the  union  there.  They're  the  largest 
union.  Then  we  went  to  a  breakbulk  facility  which  was  one  of  the  largest  in 
the  world. 

I  can  see  a  reform  happening  here  in  the  Port  of  San  Francisco  as  we  try  to 
bring  in  steel,  we  bring  in  iron/ore,  lumber.  We  are  positioned  to  do  that  here 
in  San  Francisco.  It  was  just  a  really  good  trip. 

Another  thing  about  the  Port  of  Shanghai  is  that  they're  getting  big  into  the 
cruise  industry.  They've  had  up  to  250,000  passengers,  and  they  said  within 
three  years  they  hope  to  have  over  a  million  passengers,  a  lot  like  we  hope 
that  we  get  here  in  San  Francisco.  That  sister  city  relationship  was  great. 

Gary  Locke,  the  Ambassador  of  China,  I've  been  a  friend  of  Gary's  for  30 
years.  I  knew  him  in  the  state  legislature  because  I  came  out  of  Tacoma, 
worked  on  his  campaign  as  governor.  I  even  wrote  a  letter  for  him  when  he 
became  Secretary  of  Commerce  and  also  Ambassador  of  China.  Every  time 
I'm  in  D.C.,  Gary  and  I  would  always  go  out,  but  he's  a  very  humble  man. 

His  sister  went  to  school  with  Mayor  Lee.  Mayor  Lee  was  behind  him.  But 
one  thing  about  Gary  Locke  that's  very  humbling  is  that  he  grew  up  in  a 
housing  project  in  Seattle.  When  he  became  the  Ambassador  to  China,  not 
like  most  bureaucrats,  when  he  landed  in  Beijing,  he  had  on  his  backpack 
and  his  tennis  shoes.  He  grabbed  his  own  bags,  and  he  was  getting  ready  to 
get  in  a  cab  and  the  hierarchy  of  China  was  like,  "What  are  you  doing?  That's 
not  how  you  act."  He's  just  a  down-to-earth  person  out  of  Seattle,  same  area 
I  come  from,  just  a  real  person.  I  really  had  a  good  time  with  him. 

That  was  the  first  time  I'd  ever  had  an  ambassador  pour  me  tea.  He  brought 
in  his  full  staff.  He  was  getting  ready  to  have  a  meeting  with  the  Treasury 
Secretary,  Jack  Lew.  President  Obama  had  sent  Jack  Lew  to  meet  with  the 
new  president  when  we  were  there.  They'd  just  had  the  swearing  in  of  the 
new  president  and  the  premier  of  China;  we  were  there  for  that.  It  was  really 
exciting  to  see  the  air  and  the  reform  and  everything  that  was  happening  in 
China. 

As  I  told  our  guys,  "We've  got  some  good  contacts,  but  we  have  to  follow  up." 
One  of  the  things  about  China  is  they  made  it  clear,  "We  don't  like 
conference  calls.  We  don't  like  talking  on  the  phone.  We  want  to  sit  down, 
break  bread  with  you.  We  invest  in  people."  I  think  that  was  so  important,  and 
it  was  so  hands  on. 

I  want  to  mention  the  chairman  of  COSCO.  Chairman  Wei  is  his  name. 
COSCO  now  is  the  second  largest  shipping  company  in  the  world.  They  have 
about  200  billion  dollars.  They  said  they  want  to  invest  here  in  San 
Francisco,  especially  the  breakbulk.  But  he  told  a  story  to  me,  Jim  and  Peter 
which  I  thought  was  really  nice.  He  said,  "You  know,  I've  been  the  chairman 
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of  COSCO  since  like  1996,  1997."  And  he  said,  "Business  is  a  funny  animal." 
He  said,  "You  can  either  take  a  business  up  or  you  can  run  a  business  in  the 
ground."  He  said,  "You've  got  to  know  what  you're  doing."  And  he  said, 
"There's  a  difference  between  being  a  leader  and  being  a  manager." 

He  just  shared  that  story  with  us,  and  he  was  just  so  right  on  because  over  in 
China  when  you're  60,  you've  got  to  retire.  He's  getting  close  to  that  age.  He 
had  all  these  younger  guys  there  and  he  goes,  "They're  going  to  be  running 
the  show."  I  just  thought  that  was  so  good  that  he  talked  about  that. 

Then  I  have  my  good  friend  here,  Senator  Brian  Schatz.  Brian  Schatz  is  the 
youngest  U.S.  senator,  and  he's  out  of  Hawaii.  He  replaced  the  late  Daniel 
Inouye.  Brian,  he  shows  up  today  in  the  lobby,  and  everybody  thought  he'd 
have  security  guards  with  him,  his  staffers.  He  showed  up  by  himself.  He  was 
waiting  for  me.  We  went  upstairs  and  had  a  great  meeting,  met  Monique,  met 
Peter  and  Jim.  Then  we  took  him  down  to  the  James  Herman  Cruise 
Terminal. 

At  40  years  old  being  the  youngest  senator,  he  has  a  lot  of  parallel  with 
President  Obama.  He  started  out  at  40  as  a  U.S.  senator,  went  to  school  in 
California.  He  worked  in  the  state  legislature  in  Hawaii  for  four  terms.  He  was 
chairman  of  the  Democratic  Party  in  Hawaii  then  he  was  Lieutenant 
Governor.  Then  when  Senator  Inouye  died  in  December,  he  was  tapped  by 
the  governor  to  go  ahead  and  finish  his  term>  He  is  just  a  down-to-earth  guy. 

He's  in  commerce.  He's  in  infrastructure.  He's  going  to  come  back  out  in 
another  month  and  a  half.  I'm  going  to  give  him  a  tour  of  the  port.  About 
water,  he's  on  board,  and  what  we've  got  to  do  as  far  as  reform  here  in  the 
Port  of  San  Francisco,  especially  with  maritime.  In  saying  that,  I  want  to 
thank  F.X.  Crowley,  ex-commissioner  because  F.X.  had  a  lot  to  do  with  that. 
He  pushed  that.  He  saw  the  need  with  that. 

I  also  want  to  thank  my  fellow  commissioners,  President  Woo  Ho,  Brandon 
and  Katz  for  all  their  support,  Monique  and  your  staff  because  I  think  this  is 
so  important.  As  I  said,  maritime  is  really  important  to  me,  and  I  think  this  trip 
helped  to  take  us  to  the  next  level  but  we've  got  to  follow  up.  Thank  you. 

•    Cruise  Conference  in  Miami 

Commissioner  Woo  Ho  -  I'm  curious,  what  are  the  other  restaurants  that 
Michael  Chiarello  has  in  Napa? 

Monique  Moyer  -  He  has,  Napa  Style,  which  I  understand  is  not  only  the  T.V. 
show,  but  also  the  name  of  a  store  that  he  has  that  does  like  a  Sur  La  Table. 
He  also  has  a  restaurant. 

Commissioner  Woo  Ho  -  Is  it  Bottega? 
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Monique  Moyer  -  Yes,  it  is.  He  has  the  Chiarello  Family  Vineyards,  the 
Bottega  Ristorante  and  Napa  Style  are  the  three  properties  he  owns  up  there 
plus  the  winery. 

Commissioner  Woo  Ho  - 1  think  you  also  attended  a  cruise  industry 
conference.  Would  you  like  to  just  give  us  a  few  comments  on  what  you 
learned  about  the  conference,  about  what  we  should  know  about  cruising 
going  forward? 

Monique  Moyer  -  I'd  be  glad  to.  Michael  Nerney  and  I  went  to  Cruising  Miami, 
formerly  known  as  SeaTrade.  It  is  the  international  cruise  conference  where 
all  of  the  ports  around  the  world  attend  as  well  as  the  lines,  and  the  lines 
were  very  gracious  with  their  times.  They  send  their  presidents  and  their 
executive  directors  who  make  a  point  of  meeting  with  many  of  us  from  the 
ports.  They  also  do  an  industry  panel,  and  so  they  supported  some  of  what 
Commissioner  Adams  just  reported  which  is  that  Asia  is  a  growing  market  for 
cruising  in  a  way  that  they  haven't  seen  in  a  long  time. 

The  cruise  industry  grew  very  precipitously  in  the  first  decade  of  this  century 
by  just  not  only  the  number  of  ships,  but  the  size  of  the  ships  and  the  number 
of  calls.  The  number  of  ships  being  built  or  forward-looking  orders  has 
dropped  considerably  from  what  we've  seen  in  the  last  10  years.  We  aren't 
going  to  see  quite  as  much  rampant  growth  as  we  did.  The  affordability  of 
California  as  it  relates  to  environmental  issues  weighs  heavily  on  their  minds. 
They're  hoping  that  the  EPA  will  guide  worldwide  standards  and  not  just 
select  standards  for  California  or  for  the  United  States'  waters. 

We  were  very  gratified  to  be  recognized  over  and  over  again  for  the  building 
of  our  new  cruise  ship  terminal.  We  were  there  with  ports  that  are  doing  what 
they  call  "reclamation  projects."  We  call  that  "bay  fill"  where  they  are  building 
multiple  terminals  to  meet  multiple  demands  of  big  ships,  but  it  was  San 
Francisco  that  got  the  most  kudos.  We  were  very  pleased  to  participate  in  a 
joint  press  conference  with  Cruise  the  Baltics  in  recognition  of  the  new,  non- 
stop air  service  that's  going  to  go  from  Copenhagen  to  San  Francisco  and 
back  beginning  in  two  weeks.  April  1 1 ,  2013  is  the  inaugural  flight  from 
Copenhagen  to  San  Francisco,  and  it's  sold  out.  We  started  a  great 
partnership  there.  Copenhagen  does  around  450  calls  per  year.  We  do  65, 
70.  It  was  great  to  be  invited  to  that. 

Lastly  I  would  just  mention  that  we  had  a  chance  to  visit  with  a  number  of  the 
vendors  that  we  use  including  with  our  architect  for  the  James  R.  Herman 
Cruise  Terminal,  and  it  was  great  to  talk  to  them,  see  some  of  the  other 
projects  they're  doing  and  hear  from  them  firsthand  why  it  is  that  our  project 
was  so  special  to  them  and  so  challenging  to  them. 

They  have  been  selected  to  do  the  next  terminal  in  Sydney  if  that  project 
goes  forward,  but  Sydney  is  having  some  changes  in  ownership  right  now,  so 
we'll  see  what  happens  next. 
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It  was  a  very  good  visit.  It  was  great  to  be  so  widely  recognized  for  our  new 
terminal  so  I'm  really  proud  of  that. 

9.  CONSENT 

A.    Request  authorization  to  execute  a  modification  to  Contract  No.  2744R, 

Roundhouse  2  Heating,  Ventilation  and  Air  Conditioning  Central  Plant  Upgrade 
Project,  to  extend  the  contract  duration  by  an  additional  184  days  to  complete 
additional  project  work  scope  specified  by  the  Port.  (Resolution  No.  13-12) 

10.  MARITIME 

A.    Request  approval  of  Second  Amendment  to  Lease  No.  L-14282  with  the  San 
Francisco  Bar  Pilots  Benevolent  and  Protective  Association  amending  the  rental 
schedule  throughout  the  term  of  the  lease  for  space  located  at  Pier  9  on  The 
Embarcadero  at  the  foot  of  Valleio  Street.  (Resolution  No.  13-13) 

Michael  Nerney,  Marketing  Manager  in  the  Maritime  Division  -  This  item 
concerns  the  San  Francisco  Bar  Pilots  established  in  1835  as  the  Harbor  Pilots 
for  Commercial  Ocean-Going  Ships  in  San  Francisco  Bay.  The  Bar  Pilots  have 
been  a  tenant  of  the  Port  at  Pier  9  since  1989.  They  are  regulated  by  the  State 
of  California's  Board  of  Pilot  Commissioners,  a  department  of  the  Business, 
Transportation  and  Housing  Agency,  which  has  the  responsibility  for  the 
movement  of  goods  throughout  the  State  of  California.  The  members  of  the 
Board  of  Pilot  Commissioners  are  appointed  by  Governor  Brown.  The  Bar  Pilots 
are  strong  partners  of  the  Port  and  work  with  us  on  all  of  our  primary  maritime 
operations. 

Due  to  out-of-state  travel,  Captain  Peter  Mclsaac,  President  of  the  Bar  Pilots, 
and  John  Cinderey,  Business  Director,  are  unable  to  attend  today's  Port 
Commission  meeting.  If  you  would  like,  we  can  proceed  with  this  presentation  as 
scheduled  and  answer  any  questions  that  you  may  have  today,  but  to  defer  a 
vote  until  a  Port  Commission  meeting  in  May  when  the  Bar  Pilot  representatives 
are  available  to  attend. 

Commissioner  Woo  Ho  - 1  think  we  would  like  to  proceed  with  the  presentation 
so  we  can  ask  questions. 

Michael  Nerney  -  The  Bar  Pilots  premises  at  Pier  9  include  office  space,  shed 
space  used  for  parking  and  storage  and  apron  space  used  for  vessel  berthing. 
This  is  a  hybrid  space  that  serves  as  a  24/7  operation  center  as  the  pilots  are 
navigating  vessels  around  the  clock,  on  duty  at  all  times,  akin  to  a  firehouse.  The 
Bar  Pilots'  current  lease  was  approved  in  April  2008  and  amended  once  in 
December  2009.  The  current  rent  is  $106,000  per  month  or  $1 .3  million 
annually.  The  Bar  Pilots  are  a  maritime  tenant  in  good  standing. 
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The  Bar  Pilots'  approached  the  Port  with  an  offer  to  reopen  the  lease  to  each 
party's  advantage.  The  primary  advantages  to  the  Port  are  removing  a  20 
percent  rent  discount  afforded  to  the  Bar  Pilots  as  a  mechanism  to  retain  their 
tenancy  in  San  Francisco  amounting  to  $1 .4  million  and  providing  for  rental 
resets  to  the  Port's  standard  market  rates  every  five  years.  The  advantages  for 
the  Bar  Pilots  are  eliminating  a  3  percent  cost-of-living  increase  from  2012  to 
2014  amounting  to  $200,000  and  allowing  the  rent  to  be  reset  to  market  rates 
every  five  years.  If  approved,  this  amendment  will  give  the  Port  $1 .2  million  in 
additional  rent  over  the  life  of  the  lease  while  giving  the  Bar  Pilots  short-term 
financial  flexibility. 

This  item  was  presented  to  the  Port  Commission  once  before  in  October  201 1 , 
but  it  was  carried  over  due  to  the  possibility  that  Pier  9  might  have  been  needed 
to  berth  super  yachts  visiting  San  Francisco  Bay  in  2013  for  the  Americas  Cup. 

This  issue  was  resolved  earlier  this  month  when  the  Americas  Cup  notified  the 
Port  in  writing  that  Pier  9  would  not  be  needed  after  all. 

The  Bar  Pilots'  lease  was  transacted  in  2008  when  San  Francisco  commercial 
office  rates  were  high  and  expected  to  go  even  higher.  However,  by  2009,  the 
real  estate  market  and  world  economy  were  in  the  midst  of  a  deep  recession. 
Consequently,  the  Bar  Pilots'  contracted  rental  rates,  currently  $4.15  per  square 
foot  per  month,  are  much  higher  than  for  comparable  space  both  at  the  Port  and 
at  other  downtown  locations  which  are  currently  in  the  range  of  $2.50  per  square 
foot  per  month.  This  is  a  net  rate,  which  means  that  in  addition,  the  Bar  Pilots 
are  responsible  for  maintenance,  utilities  and  janitorial  services  at  their 
premises,  equivalent  to  at  least  $1 .00  per  square  foot  more  than  the  base  rent. 

Meanwhile,  between  2009  and  2012,  ship  traffic  handled  by  the  Bar  Pilot 
decreased  by  an  average  of  12  percent  annually  or  4600  vessel  moves  with  a 
corresponding  decline  in  revenue.  The  proposed  Second  Amendment  will 
provide  the  Bar  Pilots  with  short-term,  financial  flexibility  and  allow  the  Port  to  set 
the  Pier  9  office  rent  to  prevailing  market  rates.  It  will  also  have  a  positive  net 
effect  to  the  Port  generating  $1 .2  million  more  in  earnings,  which  is  the 
difference  between  eliminating  the  20  percent  discount  for  five  years  and 
eliminating  the  3  percent  cost-of-living  increases  for  three  years. 

As  previously  stated,  the  plan  is  to  return  to  you  with  this  item  in  May  for  your 
final  consideration  and  approval. 

Commissioner  Adams  -  What  is  the  makeup  of  the  membership  of  the  Bar 
Pilots? 

Michael  Nerney  -  The  Bar  Pilots  are  comprised  of  60  members  approximately. 

Commissioner  Adams  -  No,  I'm  talking  about  as  far  as  diversity,  ethnicity.  What 
is  their  makeup? 


M03262013 


-17- 


Michael  Nerney  - 1  don't  know.  I  think  it's  mostly  men.  There's  one  female  pilot, 
Captain  Nancy  Wagner. 

Commissioner  Adams  -  Do  you  know  if  they  have  any  pilots  of  color,  any 
women,  any  Hispanics,  any  gays?  I  mean,  is  there  any  diversity  in  their 
workforce?  This  is  what  I'm  asking  you. 

Michael  Nerney  - 1  don't  know  about  the  ethnic  makeup  of  the  Bar  Pilots;  I  just 
know  that  they  have  60  pilots  who  basically  the  way  they  become  a  pilot  is 
there's  a  training  period.  The  number  is  60;  that's  been  set  by  the  Board  of  Pilot 
Commissioners.  When  pilots  are  about  to  retire,  they  bring  on  trainees  for  a 
period  of  two  years.  Those  trainees  need  to  be  qualified  people.  Usually  there 
are  ship  captains  or  tugboat  captains  that  have  to  qualify  to  enter  into  the 
training  program.  The  training  program  is  two  years,  and  after  which  time,  if 
there  are  people  that  do  retire,  then  those  trainees  have  the  ability  to  become 
equity  partners  in  the  Bar  Pilots  Association. 

Commissioner  Adams  -  I'll  ask  the  question  this  way,  is  it  an  organization  that's 
of  inclusion  or  exclusion?  Do  they  exclude  or  do  they  include  everybody?  This  is 
what  I'm  asking  because  I'd  like  to  know.  Can  you  come  back  and  let  us  know 
what  the  makeup  is? 

Michael  Nerney  - 1  can  check  on  that. 

Commissioner  Adams  -  Are  they  making  about  $40,000  to  50,000  a  year?  Is  that 
roughly  close  to  about  what  they  make? 

Michael  Nerney  -  I've  heard  that  they  make  a  high  salary,  but  I  don't  know 
exactly  what  it  is. 

Commissioner  Adams  -  Could  you  find  that  out  for  me  too  please? 
Michael  Nerney  -  Yes. 

Monique  Moyer  -  Just  to  clarify  on  the  latter  question  on  salary,  my 
understanding  is  they  operate  as  a  membership  organization  the  same  way  a 
law  firm  would,  and  they  participate  in  profit  sharing.  I  think  the  salary  number 
you  referenced  is  from  the  height  of  the  market  when  shipping  volume  were 
much  higher.  We'll  need  to  confirm,  but  I  don't  think  that's  what  they're  making 
today. 

Commissioner  Adams  -  Okay,  thank  you. 

Commissioner  Woo  Ho  - 1  do  have  two  sets  of  questions.  One  relates  to  our 
general  leasing  policy  and  second  regarding  this  transaction.  First  of  all,  the  3 
percent  increase,  is  that  a  standard  part  of  our  leasing  policy  for  other  tenants? 
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Jeff  Bauer,  Leasing  Manager  -  Per  the  policy,  is  there  an  annual  increase?  It  can 
be  negotiated,  nothing  less  typically  than  2.5,  nothing  more  than  typically  3.3. 
We  have  gotten  away  from  CPIs.  CPI  is  virtually  flat  for  the  last  two  to  three-five 
years. 

Commissioner  Woo  Ho  -  How  many  other  leases  that  we  currently  have  a  3 
percent  increase? 

Jeff  Bauer  -  If  we  have  600  leases,  I'd  feel  comfortable  with  40  percent  of  an 
increase  in  the  2.5  to  3  percent  range. 

Commissioner  Woo  Ho  -  This  maritime  discount  of  20  percent,  is  that  standard 
policy?  Is  it  unique  to  this  transaction?  What  is  the  current  policy? 

Jeff  Bauer  - 1  believe  it  should  be  stated  as  more  of  an  incentive  for  the  Pilots  to 
remain  in  San  Francisco.  At  the  time  the  lease  was  signed,  they  were 
considering  moving  to  other  sites,  Oakland,  other  parts  of  the  bay  on  this  side.  It 
was  more  of  an  inducement  and  incentive  for  them  to  sign  than  any  type  of 
standard  policy. 

Commissioner  Woo  Ho  -  What  is  the  location  of  their  space  in  Pier  9?  Is  at  the 
end  of  the  pier? 

Jeff  Bauer  -  It's  in  the  end  of  it. 

Commissioner  Woo  Ho  -  So  they  have  gorgeous  views? 

Jeff  Bauer  -  Actually  they  have  what  would  be  called  obstructed  views. 

Commissioner  Woo  Ho  -  Unobstructed. 

Jeff  Bauer  -  Obstructed  views.  They  look  out  to  the  east.  In  one  or  two  of  the 
rooms,  it's  a  pretty  dramatic  view.  To  the  north  and  the  south,  they  have  no 
views. 

Commissioner  Woo  Ho  -  What  is  the  space  classified  in?  What  kind  of  office 
space? 

Jeff  Bauer  -  We  typically  classify  Pier  9  as  Class  B  property.  However,  Pier  9 
space  is  somewhat  unique.  It  was  constructed  probably  20  years  ago.  One  could 
say  that  it's  functionally  obsolete  in  that  it  doesn't  meet  ADA  codes.  It  doesn't 
meet  Title  24,  which  is  the  energy  efficiency  code.  It's  more  of  a 
compartmentalized  office  whereas  the  modern  offices  like  Pier  1  are  open  plans. 
That's  what  everybody  wants.  They  don't  want  the  compartmentalized  office. 

As  Mike  mentioned,  it  is  a  hybrid  space.  They  have  a  gymnasium.  They  have 
kitchens.  They  have  accommodations  for  sleeping,  so  it's  really  a  mixed  use. 
They  do  vessel  husbandry  at  the  site.  They  maintain  the  vessels. 
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One  thing  that  you  should  know  is  that  when  we  say  that  it  is  a  Class  B  property, 
you  do  have  to  drive  down  about  500  feet  of  the  pier,  and  your  entrance  is  a 
cyclone  fence.  Arguably  there  are  components  that  are  not  up  to  a  Class  B 
property. 

Commissioner  Woo  Ho  - 1  think  they  have  mixed  space,  right?  There's  shed 
rent,  and  then  there's  office  space,  and  so  it's  not  like  we're  charging  them  for 
the  same  quality  of  space  at  the  high  rate. 

Jeff  Bauer  -  Actually,  we  are.  They  have  two  rates.  They  have  the  parking 
space,  which  is  the  unimproved  shed  space.  They're  paying  a  dollar  a  square 
foot  for  that.  The  rest  of  the  space  is  about  1 9,000  square  feet  and  it  is  lumped 
into  the  $4.1 5  rate.  So  if  it's  the  bathroom,  if  it's  the  kitchen  or  it's  the  beautiful 
conference  room,  it's  kind  of  a  New  York  lease.  You  throw  a  tape  around  it,  and 
that's  what  you're  going  to  pay  because  that's  the  size  it  is.  So  actually,  it  is. 

Commissioner  Woo  Ho  -  But  then  everybody  else  does  that  too,  right?  So  you're 
not  unique  in  that  sense? 

Jeff  Bauer  - 1  mean,  there  could  be  space  sensitivity.  In  a  3000  square  foot 
office,  you  could  have  500  square  feet  that  is  storage.  Under  a  leasing  policy, 
you  could  say  that's  office  storage,  and  that's  a  dollar  a  square  foot,  whereas 
your  office  is  $3.00  a  square  foot. 

Commissioner  Woo  Ho  -  What  was  negotiated  in  the  First  Amendment.  I'm  not 
sure  I  saw  that  in  the  staff  report.  What  was  the  change  in  the  First  Amendment? 

Jeff  Bauer  -  The  First  Amendment  was  negotiated  to  administratively  clean  up 
some  of  the  lease,  push  out  the  start  date  for  a  period  of  time  and  reconcile  the 
amount  or  the  method  of  payment  of  the  security  deposit,  whether  it's  cash  or  a 
letter  of  credit. 

Commissioner  Woo  Ho  -  We've  never  actually  seen  financials  from  them  since 
we're  not  sure  what  their  salaries  are  and  everything  else.  We  do  know  that  the 
shipping  volume  is  down,  but  we  don't  know  that  they  were  close  to  being 
bankrupt  or  anything  like  that? 

Jeff  Bauer  - 1  don't  think  we  do. 

Commissioner  Woo  Ho  -  Okay,  but  they  obviously  were  able  to  pay  the  rent 
during  this  period  of  time? 

Jeff  Bauer  -  Yes,  they  are  current.  They're  a  tenant  in  good  standing. 
Monique  Moyer  -  It  might  be  worth  explaining  that  they  set  the  rate  and  charges 
at  the  State  level  by  State  action,  but  they  operate  as  a  semi-private  entity,  so 
their  financial  statements  are  not  publicly  available,  and  certainly  their  salaries 
are  not  publicly  available,  although  they  were  widely  reported  after  the  COSCO 
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Busan  incident,  which  was  at  the  height  of  the  market.  We  often  participate  in 
those  rate  hearings  when  they  are  before  the  State. 

Commissioner  Woo  Ho  -  The  staff  report  says  that  this  was  negotiated  at  the 
highest  rate  at  the  time  in  the  market.  Why  was  the  initial  rate  so  high  when  they 
negotiated  in  April  2008  and  yet  we  were  worried  they  were  going  to  leave? 

Jeff  Bauer  -  Well,  that's  a  good  question.  I  think  that  there  was  a  spike  in  the 
rates.  I  think  maybe  the  people  that  were  negotiating  it  were  somewhat  confused 
about  a  full-service  lease  and  net  lease.  Arguably,  a  net  lease  at  $4.15,  if  you 
have  a  tenant  cost  of  $1 .00,  possibly  it  would  be  market  but  a  net  lease  at  $4.1 5 
with  an  additional  $1 .00  per  square  foot.  That's  what  Simon  Snellgrove  at  Pacific 
Waterfront  Partners  is  paying  for  a  Class  A  prime  property,  some  of  the  highest 
rents  in  the  market. 

The  other  issue  in  the  lease  is  the  rent  for  10  years  just  kept  going  up,  which  is 
somewhat  not  typical.  At  some  point,  the  real  estate  cycle  is  going  to  come 
down.  We're  on  an  upswing  now.  Typically  the  market  is  on  a  five  to  seven-year 
cycle  so  we're  on  an  upswing.  We  can  adjust  for  that  by  a  market  adjustment, 
but  at  the  same  time,  if  we  want  tenant  retention  and  the  market  does  go  down 
drastically  as  it  did,  we  want  to  make  adjustments  to  come  down.  Tenant 
retention  is  very  important. 

Commissioner  Woo  Ho  -  Is  there  any  plan  for  them,  and  what  tenant 
improvements  have  they  invested  in  this  property  and  are  there  any  proposals  to 
do  any  more  tenant  improvements? 

Jeff  Bauer  -  There  have  been  improvements  made  to  the  apron  and  the 
berthing.  They're  at  the  end  of  Pier  9  because  they  have  water  access,  not 
because  I  understand  they  like  the  beautiful  views.  It's  really  a  water-dependent 
industry  that  needs  to  be  on  the  water.  They've  made  investments  to  the  aprons 
and  the  substructure.  I  don't  believe  they've  made  a  lot  of  tenant  improvements 
inside  the  building  other  than  just  maintenance. 

Commissioner  Woo  Ho  -  This  is  the  fifth  anniversary  and  I  don't  know  what  we 
can  do  other  than  we  can  do  something  to  the  prevailing  market  rents  or  3 
percent  higher.  The  concern  that  I  have  is  that  other  tenants  are  paying  their  3 
percent;  it  just  happened  that  they  negotiated  at  a  high  time  in  the  market. 
What's  setting  a  precedent  is  very  dangerous  because  a  lot  of  people  could  say, 
"Hey,  I  want  to  come  back  and  renegotiate,  and  I  don't  know  what  the  obligation 
is  other  than  be  in  good  faith  and  I  want  to  do  it  retroactive."  I  have  concerns  that 
this  is  an  exception  to  what  we  normally  do,  and  that  creates  a  precedent  for 
others.  I'm  not  sure  of  the  case  because  whatever  we  save  for  them  eventually 
goes  into  their  pockets  is  the  way  I  understand  this  works.  The  only  thing  that 
isn't  in  the  favor  of  the  Port,  as  you've  mentioned,  is  the  20  percent  discount.  We 
should  take  another  look  at  this  very  carefully  and  stay  within  the  parameters  of 
what  we  do  on  a  standard  basis. 
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If  there  is  a  way  to  negotiate  the  20  percent  discount,  which  I  agree  is  not  very 
advantageous  to  us,  but  to  eliminate  something  that  is  a  standard  term  in  other 
leases  puts  us  vulnerable  for  other  people  to  come  forth  and  ask  for  whatever 
reason,  whether  it's  the  market,  whether  it's  their  own  financial  difficulties,  and 
that  puts  the  Port  at  risk.  I'm  not  sure  whether  that's  something  we  want  to  put 
ourselves  into. 

They  obviously  came  forth  and  asked,  and  we've  responded  but  I  think  it's 
dangerous,  and  I'm  not  sure  that  I'm  in  agreement  that  we  should  go  down  the 
path  that  we  have.  We  need  to  figure  out  within  the  terms  of  the  lease  what  can 
we  negotiate  rather  than  give  away  things  that  are  not  standard. 

Jeff  Bauer  - 1  think  it  was  a  way  to  deal  at  what  is  arguably  an  over-market  price 
to  bring  it  down.  One  alternative  could  be  to  reset  their  rate  at  what  we're  getting 
at  other  locations  at  Pier  9  or  along  the  Port  or  even  across  the  street. 

Commissioner  Woo  Ho  -  Right.  It  references  in  the  staff  report  the  Autodesk 
lease.  Having  gone  back  when  we  made  those  presentations,  Autodesk  is  about 
to  put  $10  million  of  tenant  improvements,  which  some  of  it  is  being  recognized 
in  rent  credits,  but  a  lot  of  it  is  core  improvements  that  improve  the  quality  of  the 
space,  which  when  the  time  comes,  if  they  don't  stay,  we  would  be  able  to  rent. 

I'm  not  hearing  that  is  necessary  because  there's  an  offset.  Ten  million  dollars' 
worth  of  improvements  is  a  lot  of  money  and  worth  a  lot  to  us  in  the  long  run  in 
terms  of  the  value  of  the  space.  I  don't  know  that  we  could  compare  the  two. 
This  seems  to  me  apples  and  orange  if  we  just  compare  it  to  the  Autodesk 
lease.  They  just  happen  to  be  in  the  same  pier.  They  have  the  same  location  as 
far  as  whatever  views  or  whatever.  I  would  like  to  hear  from  the  other 
commissioners  in  terms  of  their  thoughts. 

Commissioner  Katz  - 1  agree  that  it's  an  odd  precedent  to  be  setting 
contractually.  You  enter  in  a  contract,  and  unless  there  are  provisions  in  there 
that  allow  for  renegotiations,  one  of  the  things  that  happens  is  you're  stuck  with 
the  bargain  that  you  create  at  the  time  you  sign  the  deal.  I  agree  with 
Commissioner  Woo  Ho  that  it  is  a  dangerous  precedent  if  we  start  renegotiating. 
I  understand  the  concerns  that  they've  paid  above  market,  but  that  sometimes 
happens,  and  they  obviously  felt  that  was  a  reasonable  price  when  they 
negotiated  it. 

I'm  looking  forward  to  hearing  more  and  exploring  a  bit  more  before  it  comes 
back  to  us  again  next  month.  I  am  concerned  about  the  precedential  value  that 
this  sets.  It  basically  tells  all  of  our  tenants,  "Hey,  if  you  struck  a  bad  deal,  we'll 
renegotiate  with  you  if  things  change."  Then  we  can't  possibly  plan  and  budget 
accordingly  if  we  expect  all  of  our  tenants  to  come  in  and  seek  a  rate  reduction  if 
they  don't  like  the  deal  that  they've  set.  I  am  concerned  about  that. 


Commissioner  Woo  Ho  -  My  understanding  is  that  maybe  prior  to  this  that  they 
may  have  had  a  lease  that  had  very  reasonable  terms.  I  don't  think  they  came  to 
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us  and  said,  "We're  paying  you  under  market  so  could  you  please  raise  our 
rent?"  We're  contractually  obligated;  they're  contractually  obligated,  right? 

Jeff  Bauer  - 1  think  that  we're  even  talking  about  this  because  they're  a  maritime 
tenant  and  a  core  maritime  tenant.  They're  a  mission  tenant.  They're  a  trust 
tenant  so  that's  why  we're  having  this  conversation.  I  think  that's  important. 

Commissioner  Brandon  -  My  fellow  commissioners  have  covered  everything, 
and  I'm  in  total  agreement  with  all  of  it,  especially  the  fact  of  why  are  we 
relooking  at  this  lease  when  they  signed  a  lease  and  they're  obligated  to  it? 
What  we  don't  want  to  do  is  open  up  the  entire  waterfront  to  come  back  and  say, 
"Let's  renegotiate."  It  needs  to  make  very  good  sense  in  order  for  us  to  do  it,  and 
also  the  fact  that  Commissioner  Adams  asked  very  poignant  questions  about 
their  hiring  practices. 

In  their  1 75-year-almost-plus  history,  not  a  lot  has  changed.  It's  a  private 
organization.  They're  a  for-profit  organization,  not  a  non-profit,  although  they  are 
maritime,  so  they  do  get  some  leeway.  In  this  day  and  age,  their  hiring  practices 
are  not  very  good.  It  would  be  great  to  see  what  they  come  back  with  about  their 
diversity,  their  demographics  and  their  salaries.  They're  asking  us  to  lower  their 
lease,  but  have  their  salaries  been  lowered  over  the  last  five  years? 

Jeff  Bauer  -  We've  got  some  work  to  do. 

Commissioner  Adams  - 1  want  to  thank  you  for  your  work  but  we  need  you  to  go 
back  and  do  your  best  to  come  up  with  something  else  and  get  all  those  other 
questions  answered.  You  took  a  lot  of  time  on  this  and  I  appreciate  that  but  you 
can  hear  from  the  commissioners  we're  united  on  this  issue.  We  just  need  some 
work  done. 

FINANCE  AND  ADMINISTRATION 

A.    Request  approval  of  the  Port's  10-Year  Capital  Plan.  Fiscal  Year  2014-2023. 
(Resolution  No.  13-14) 

Daley  Dunham,  Port  Special  Projects  Group  -  Typically,  the  approval  item  goes 
on  consent,  but  I  wanted  to  take  this  opportunity  to  present  to  you  briefly  with 
one  slide  on  the  differences  between  the  planned  document  that  you  saw  on 
February  12,  2013  and  what's  there  today,  which  are  very  minor,  and  then  also 
to  address  the  change  in  the  staff  report  that  is  responsive  to  President  Woo 
Ho's  question  during  the  informational  presentation. 

To  start,  the  differences  in  the  plan  are  very  few.  There  was  a  small  change  in 
one  number.  There  was  a  transposed  number,  337  million,  changed  that  to  377, 
simplified  a  couple  of  tables  which  were  causing  some  confusion  and  then 
added  a  couple  of  piers  to  the  at-risk  facilities  so  that  what's  in  the  capital  plan 
mirrors  the  engineering  report  presented  on  that  same  day  so  that  they're  in 
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lock-step  with  one  another.  That's  it.  Apart  from  that,  the  plan  you  have  before 
you  for  adoption  is  the  same. 

As  for  Commissioner  Woo  Ho's  question,  staff  put  our  heads  together  and 
thought  the  best  way  we  could  answer  it  was  in  this  table  which  is  in  the  staff 
report,  and  the  question  being,  "How  are  we  doing  with  our  backlog,  and  are  we 
keeping  up  with  it  with  the  funding  that  we're  able  to  invest  on  these  backlog 
items?"  The  numbers  in  this  table  under  total  backlog  look  a  little  low,  and  that's 
because  we  carved  out  some  of  the  data  so  that  we  were  making  an  apples-to- 
apples  comparison  across  the  board.  There  are  no  seismic  costs  in  there.  The 
10-year  renewals  that  would  stretch  out  from  2015  through  2024  are  also  not 
included  but,  as  you  can  see,  the  answer  is  no.  We're  not  keeping  up.  That's  a 
function  for  the  most  part  of  the  cost  escalation  that  we  add  to  the  model  every 
year  to  account  for  inflation. 

In  the  last  year,  it  was  4  percent.  That's  pretty  much  the  entire  increase  that 
covers  that  cost  escalation.  It  varies  year  to  year  and  set  by  the  Capital  Planning 
Committee  based  on  market  indices,  and  it  applies  across  the  city. 

Commissioner  Woo  Ho  -  While  we're  waiting,  I  just  wanted  to  thank  Daley  for 
coming  back  with  this  report.  I  appreciate  the  work  that  went  into  it  and 
answering  the  questions.  You  also  were  able  to  present  the  information  in  a  way 
that  gives  credit  for  what  we  have  done  and  completed  and  funded  and 
obviously  the  changes  that  keep  coming  into  the  backlog,  but  that's  reality. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No. 
13-14  was  adopted. 

B.    Request  authorization  to  enter  into  a  four  year  contract  with  the  San  Francisco 
Conservation  Corps  (SFCC)  for  the  Port's  Youth  Employment  Program  in  the 
total  amount  of  $1 ,060,000,  subject  to  annual  funding  appropriation  of 
$265,000.  (Resolution  No.  13-15) 

Andres  Acevedo,  Finance  and  Administration  -  Today  we're  going  to  be  talking 
first  about  the  contract  with  the  San  Francisco  Conservation  Corps  for  Youth 
Employment.  I'd  like  to  start  off  with  a  little  bit  of  background  on  the  youth 
employment  efforts  here  at  the  Port.  Starting  back  in  2005  at  the  behest  of  the 
Board  of  Supervisors,  the  Port  entered  into  a  variety  of  different  youth 
employment  projects. 

They  included  paid  internships,  which  we'd  been  doing  before,  which  primarily 
serve  college  and  graduate  students,  partnering  with  some  of  our  industrial 
tenants  and  non-profits  to  offer  entry-level,  craft-related  job-skill  training.  It's 
something  we've  been  working  with  the  shipyard  with  sponsoring 
apprenticeships  primarily  in  pile  driving.  That's  an  ongoing  project.  We  haven't 
gotten  that  quite  done.  We've  been  working  with  the  unions,  and  we're  moving 
along  with  that.  Finally,  we've  been  partnering  with  local  non-profits  to  provide 
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work  experience  to  San  Francisco  youth,  primarily  economically  disadvantaged 
or  at-risk  youth. 

The  past  contract  expired  in  June  2012.  In  July  2012,  the  Port  Commission 
authorized  the  issuance  of  an  RFP  for  another  youth  employment  program  to 
help  maintain  the  port's  property.  The  program  will  provide  10  economically 
disadvantaged  youth  or  at-risk  youth  from  San  Francisco  ages  1 6  to  24  with  paid 
work  experience  here  on  the  Port.  The  work  is  primarily  assisting  property 
maintenance  workers  such  as  weed  abatement,  hand  watering,  manual 
fertilization  of  Port  plants,  graffiti  and  litter  removal  along  the  waterfront  and 
primarily  in  the  southern  waterfront. 

The  work  is  assigned  by  Port  staff,  but  the  contractor's  responsibilities  under  the 
contract  are  to  maintain  a  workforce  of  a  minimum  of  10  participants,  supervise 
the  participants  on  a  daily  basis,  providing  and  monitoring  them  on  a  day-to-day 
basis,  provide  the  tools  and  transportation,  provide  work-readiness  training, 
evaluate  the  participants  during  the  program  and  after  and  once  they  graduate 
from  the  program  as  well.  They  will  employ  at  least  one  program  coordinator  and 
two  first-line  supervisors. 

In  July  2012,  the  Port  Commission  authorized  staff  to  issue  an  RFP.  In 
December  201 2,  the  RFP  was  issued.  On  January  8,  201 3,  we  had  a  pre- 
proposal  conference.  We  only  had  one  organization  attend.  When  we  issued 
that  RFP,  we  did  advertise  it.  We  used  an  outreach  list  that  the  Board  of 
Supervisors  maintain.  There  were  approximately  1 1  different  local  publications 
that  the  advertisement  gets  published  in  plus  we  posted  it  on  the  city's  website, 
contracting  website  and  the  Port's  website  as  well. 

At  the  end  of  January  when  the  responses  were  due,  we  only  received  one 
response,  and  that  was  with  the  San  Francisco  Conservation  Corps  and  Larkin 
Street  Youth  Services  as  a  subcontractor.  These  were  the  contractors  on  the 
prior  contract  that  had  just  expired. 

Port  staff  and  San  Francisco  Contract  Monitoring  Division  reviewed  the 
proposals  and  determined  they  did  meet  the  minimum  of  qualifications  and  they 
were  responsive,  so  we  advanced  to  the  next  step  in  the  evaluation  process, 
which  was  bringing  together  an  evaluation  panel. 

We  had  a  three-person  panel.  They  were  made  up  of  people  that  worked  for  the 
city,  but  were  not  Port  employees.  One  was  a  case  manager  at  the  Human 
Service  Agency  who  specializes  in  workforce  development  issues.  The  second 
was  an  Assistant  Superintendent  from  the  Department  of  Public  Works.  The 
third  was  a  Maintenance  Manager  with  the  Rec  and  Park  Department. 

The  proposal  review  process  is  a  two-step  process.  They  do  a  review  of  the 
written  proposal  that  is  submitted  by  the  RFP  respondent.  They  score  that.  Then 
they  get  together  and  we  have  an  interview  process  that  they  go  through  with 
the  panel.  During  this  process,  they  identified  strengths  with  the  proposal,  which 
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was  the  demonstrated  breadth  and  depth  and  history  of  the  contractors,  clear 
and  detailed  program  implementation  timeline,  clear  structure  for  partnering.  We 
did  have  a  partner  with  another  non-profit  here  in  San  Francisco  that  specifically 
reached  out  to  younger  students. 

The  Conservation  Corps  tends  to  usually  work  with  kids  18  and  older.  Larkin 
Street  tends  to  work  with  kids  1 6  to  1 8.  It  gave  us  that  breadth  of  age  and  a  clear 
approach  to  coordinating  the  program  with  the  Port. 

They  also  felt  that  there  were  some  weaknesses  in  the  proposal.  They  thought 
that  it  wasn't  clear  about  the  level  of  field  supervision  that  was  going  on  out  there 
and  the  lack  of  detail  in  the  program  design  and  some  of  the  ongoing  outcomes 
and  how  those  were  being  measured.  When  we  sat  down  with  the  panel,  we 
reviewed  the  written  proposals.  These  issues  came  out.  We  actually  added 
some  questions  to  the  oral  interview  to  give  the  respondents  the  opportunity  to 
address  some  of  these  concerns,  which  they  did  address.  The  panel  felt  that 
they  addressed  them  appropriately.  They  felt  very  comfortable  with  it.  We  ended 
up  with  a  total  score  that  was  a  combined  score  that  included  the  score  from  the 
original  written  proposal,  the  oral  proposal  and  the  credit  they  got  for  the 
reference  checks.  They  got  up  to  15  points  depending  on  the  reference  checks 
and  how  those  came  through.  Those  came  through  excellently,  so  they  got  82 
points  out  of  100. 

The  annual  contract  is  $265,000  a  year  for  four  years.  We  currently  have  funding 
for  the  first  two  years.  In  the  current  bi-annual  budget  we  have  the  first  two  years 
budgeted  in  there.  The  second  two  years  is  actually  based  on  how  our  budget 
comes  through,  so  it's  dependent  on  the  budget.  If  the  budget  gets  cut,  that 
could  get  cut.  It  would  not  exceed  that  annual  amount  without  coming  back  for  a 
contract  modification.  It's  subject  to  annual  appropriation  so  the  contract  is  for 
not-to-exceed  amount  of  $1 ,060,000  for  four  years. 

In  summary,  Port  staff  recommends  that  the  Commission  authorize  the  award  of 
the  four-year  contract  in  the  amount  of  $1 ,060,000  to  the  San  Francisco 
Conservation  Corps  with  an  annual  appropriation  of  $265,000  and  to  administer 
a  youth  employment  program  that  will  help  the  Port  maintain  the  waterfront. 

Commissioner  Adams  -  How  many  students  does  this  help?  Because  this  is 
really  important  to  me,  and  I  would  hate  to  see  any  funding  cut  because  this  is 
so  important  to  reach  out  to  our  community  and  to  provide  employment  for 
young  people.  You  made  mention  about  something  that  the  funding  can  be  cut. 
Is  there  any  way  that  we  could  prevent  that  because  this  is  so  important  that  we 
have  programs  like  this?  It  raises  the  profile  of  the  Port  plus  it's  just  the  right 
thing  to  do.  We  need  to  help  as  many  young  people  in  our  community  as  we  can 
to  give  back  and  to  help  them. 

Andres  Acevedo  - 1  can  answer  the  second  part  of  your  question,  and  then  I'll 
ask  Tom  Carter  or  Troy  to  answer  the  first  part.  When  we  structure  a  contract, 
we  basically  recognize  as  we  go  out  in  our  years  it's  based  on  the  actual  budget 

M03262013  -26- 


amount.  We  control  that  amount,  so  it's  our  determination  to  budget  that  and 
what  budget  you  pass  on  that  level.  We  put  that  language  in  there  so  that  if  in  a 
contract  further  down  that  we  do  have  to  make  budget  cuts  at  some  point,  we 
have  the  flexibility  to  change  a  contract  on  our  side  without  having  to  go  and 
necessarily  renegotiate  with  the  contractor. 

The  bottom  line  is  we  control  that.  I  don't  foresee  any  problems  in  the  out  years 
in  terms  of  continuing  this  level  of  funding,  and  we've  been  doing  it  since  2005. 
We've  been  growing  this  program  both  with  this  particular  contract  and  with  the 
other  ones  I've  mentioned  to  you  since  its  inception. 

Monique  Moyer  - 1  can  speak  for  the  Port  Management  Team  in  that  we  have  no 
intention  of  proposing  to  the  Commission  that  we  would  cut  that  unless 
something  very  dire  happens  to  our  operating  budget.  The  city's  practice  is  that 
we  not  commit  forward  funds,  and  so  that's  why  the  language  is  written  the  way 
it  is,  and  it's  been  a  standardized  practice.  I  would  caveat  that  it  is  subject  to  the 
discretion  of  the  Port  Commission,  but  also  to  the  Mayor  and  the  Board  of 
Supervisors,  all  of  whom  are  extraordinarily  supportive  of  these  programs.  I  can't 
imagine  we  would  have  a  problem,  but  we  are  just  following  protocols  of  the  city. 

Troy  Henry,  San  Francisco  Conservation  Corps  -  As  far  as  students,  last  year 
we  had  rotating  through  about  30  that  were  served  through  this  specific 
program. 

Commissioner  Brandon  -  This  is  a  very  important  and  wonderful  program  and 
we  should  hire  as  many  youths  as  we  can.  Can  you  give  me  a  little  bit  of  history 
on  how  the  contract  worked  last  time  and  how  the  whole  process  as  far  as  the 
kids  working  and  was  it  successful? 

Tom  Carter,  Deputy  Director  for  Maintenance  -      We're  very  happy  with  the 
program.  It's  been  about  eight  years  that  we've  had  the  Conservation  Corps 
here.  They  work  directly  with  my  staff.  We  sit  down  and  we  set  the  scope  of  work 
in  the  southern  waterfront  with  our  parks,  with  our  right-of-ways.  A  lot  of  the  work 
is  seasonal  in  terms  of  the  rainy  season.  At  the  end  of  the  rainy  season,  we  use 
them  to  cut  down  the  weeds  and  the  fennel  and  get  the  right-of-ways  ready  for 
the  Giants  games  in  the  season,  and  then  leading  into  winter  we  do  the  same 
thing;  we  keep  them  through  the  summer. 

We  developed  scope  of  work  with  their  staff.  We  have  them  go  out,  they  perform 
the  work,  we  monitor  the  work  and  we  make  sure  that  they're  meeting  our 
expectations.  Where  we  have  issues  with  any  other  staffing  or  the  quality  of  the 
work,  we  meet  with  their  supervisors,  we  meet  with  their  administrators,  they  iron 
out  the  issues,  and  then  we  move  on.  We  have  to  remember  it's  a  workforce 
development  program,  and  in  such,  the  expectation  is  that  these  kids  are 
learning  skills  to  be  employed  in  the  future,  and  we  have  some  flexibility  with 
that.  We  have  patience  with  that.  We  understand  that. 
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We  work  with  them  to  allow  the  kids  to  advance,  to  learn  and  to  be  productive  at 
the  same  time,  but  also  meet  our  needs.  Where  there  are  issues,  we  address 
them,  and  there  has  never  been  an  issue  that  was  so  severe  that  we  couldn't 
address  it  or  move  forward  with  the  program.  It's  been  a  great  program. 

Commissioner  Brandon  -  That's  great.  It  seems  like  we're  paying  a  lot  towards 
overhead  and  supervision  and  only  31  and  44  percent  going  directly  to  the 
youths.  Is  there  any  way  that  we  can  reverse  those  numbers  so  we  can  get  more 
kids  up  there?  It  seems  pretty  high. 

Troy  Henry  - 1  think  you're  talking  about  the  roughly  1 7  percent  in  direct  costs. 

Commissioner  Brandon  -  I'm  talking  about  operating  expense,  indirect  cost,  field 
supervision,  training,  etc. 

Troy  Henry  -  I've  been  with  the  Conservation  Corps  for  a  year,  so  basically  I  was 
here  for  the  first  few  months  of  the  last  project  and  actually  went  out  and  worked 
on  the  crews  pulling  fennel  and  a  lot  of  fun  stuff  like  that.  We  do  pay  our  staff 
well.  In  the  interview,  when  we  went  through  how  long  our  staff  has  been  with 
us,  that's  the  reason  why  so  it  may  be  a  little  high.  I  think  you're  incorporating 
that  and  the  indirect  cost. 

Commissioner  Brandon  -  I'm  speaking  directly  about  the  cost  that's  actually 
going  to  the  youth,  the  dollars  that  are  actually  going  to  the  youth.  I  think  you 
should  pay  your  staff  well;  I'm  not  disagreeing  with  that  at  all.  I'm  just  saying  that 
the  focus  of  this  program  is  to  employ  and  train  youth.  It  seems  like  of  the  total 
contract,  only  31  and  44  percent  are  going  towards  the  youth. 

Troy  Henry  -  That's  based  on  what  the  needs  of  the  contract  were. 

Commissioner  Brandon  -  What  I'm  questioning  about  the  contract  is,  is  this  the 
best  contract  for  us?  It  seems  like  going  through  the  interview  process  with  the 
written  proposal  and  the  oral  evaluation,  there  was  some  concern  about  the 
program  approach  and  how  it's  going  to  be  run. 

Andres  Acevedo  -  As  far  as  the  concerns  that  came  out,  the  panel  was  looking 
at  the  written  proposal,  and  they  thought  there  were  some  weaknesses  in  the 
written  proposal  in  terms  of  they  didn't  describe  well  how  the  project  would  work 
or  at  least  to  their  satisfaction  so  we  incorporated  questions  specifically  to  ask 
the  contractor  during  that  oral  interview.  I  would  say  that  at  the  end  of  that,  when 
we  sat  down  with  the  panel  and  reviewed  their  scores  with  it,  we  specifically 
asked  them,  did  anybody  have  any  hesitation  or  concern  about  us  moving 
forward  with  this  contract?  No  one  did.  They  actually  were  very  impressed  with 
the  program. 

The  other  thing  I  would  point  out  in  looking  at  the  overhead  costs  too  is, 
remember,  we're  looking  at  not  just  youth  employment,  but  we're  also  doing 
training  out  there  with  them.  Some  of  those  costs  out  there  in  training  that  if  we 
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just  hired  a  contractor  to  do  that,  they  wouldn't  have  those  training  costs  and 
with  the  kids  out  there. 

Commissioner  Woo  Ho  -  Cutting  fennel,  how  much  training  does  that  take? 

Monique  Moyer  -  What  I  understand  about  the  goal  of  these  programs  as  set 
many  years  ago  by  Supervisor  Maxwell  is  it  teaches  the  kids  to  show  up  for 
work,  to  be  accountable,  to  comport  themselves  in  a  well-behaved  manner.  The 
work  program  is  deliberately  designed  so  that  they  don't  need  a  particular  skill  in 
craft,  but  to  allow  them  to  gain  skills  that  they  don't  otherwise  have,  as  a  function 
of  maybe  their  background.  In  that  regard,  it's  been  considered  to  be  highly 
successful. 

Commissioner  Katz  - 1  was  curious  in  terms  of  the  ages  and  the  timing  or  what 
are  the  hours  that  they  serve,  because  obviously,  we  want  to  make  sure  that 
they  also  stay  in  school. 

Troy  Henry  -  The  way  the  program  works  is  they  are  at  our  site,  which  is  at  Fort 
Mason,  at  7:30  in  the  morning.  They  do  what  we  call  physical  training  for  the  first 
half-hour,  then  they  go  right  to  school  for  two  hours.  School  is  Monday  through 
Friday,  and  they  work  on  Monday,  Wednesday,  and  Thursday.  School  is  until  10 
o'clock,  then  at  1 0  o'clock,  they  go  out  to  a  work  crew.  They  work  at  a  work  crew 
for  six  and  a  half  hours.  Every  day,  we  incorporate  classroom  activities. 

Monique  Moyer  -  These  would  be  kids  that  are  postsecondary  school  so  they 
may  not  have  their  GED,  but  they  wouldn't  be  eligible  for  high  school. 

Commissioner  Katz  -  Just  as  we  were  looking  for  children  as  young  as  16  or 
youth  as  young  as  16,  so  I  guess  that's  what  I  was  getting  at  is  in  that  16  to  18 
gap  which  we  are  trying  to  reach  out  to. 

Troy  Henry  -  We  work  with  Larkin  on  that.  What  Larkin  does  is  they  go  out 
during  their  school  breaks,  and  that's  when  they  work  their  portion  of  the 
contract.  For  us,  it's  ongoing. 

Commissioner  Katz  -  I'm  familiar  with  the  program  and  think  very  highly  of  it  and 
had  great  success  in  getting  many  of  the  youth  involved  with  the  program, 
designing  and  installing  bicycle  racks,  when  we  expanded  our  bicycle  program 
throughout  the  city. 

Troy  Henry  -  We  work  with  18-  to  26-year-olds  as  job  readiness,  education 
program  and  work  teams  and  landscaping,  recycling,  playground  renovation. 
This  is  a  breakdown  of  who  we  serve  -  39%  from  Bayview-Hunters  Point,  1 7% 
from  Visitation  Valley,  Potrero  Hill  12%,  etc.  These  are  the  type  of  barriers  that 
our  participants  come  in  with.  Lack  of  GED/diploma,  stable  housing,  soft  hard 
skills,  childcare,  family  issues,  and  what  we're  finding  out  is  most  of  our  kids  are 
having  to  take  care  of  their  parents  now.  The  list  goes  on.  In  this  year  that 
started  in  June,  we've  had  a  93  percent  placement  rate  of  anybody  that  has 
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been  with  us  for  eight  months  into  unsubsidized  employment.  We've  graduated 
17  high  school  diplomas,  career  portfolios,  and  these  are  the  certifications  that 
we  actually  pay  for.  With  the  budget  that  we're  talking  about,  we're  able  to  use 
other  funding  to  help  pay  for  this  that  this  would've  probably  had  to  go  for. 
HAZMAT,  OSHA  10,  which  is  a  two-day  training,  CPR,  computer  training,  first 
responder  certificate,  and  forklift  certification. 

The  next  two  slides  show  two  of  our  last  participants  that  just  completed.  One  is 
now  employed  at  Recology  as  a  sorter.  He  obtained  his  high  school  diploma, 
completed  his  career  portfolio,  HAZMAT  certification,  OSHA  10,  forklift 
certification,  driver's  license,  completed  his  pre-apprentice  labor.  He  was  a  crew 
leader.  He  was  a  tool  room  specialist.  He  received  a  scholarship  that  had  now 
paid  for  his  union  dues  and  all  of  his  clothing  for  that.  He  passed  both  his  KCR 
and  was  CPR  certified.  Estuardo  just  completed  a  day  ago  and  is  now  employed 
with  Green  Planet. 

While  he  was  with  us,  he  earned  140  credits  in  high  school  in  two  years,  which  is 
kind  of  unheard  of  --  a  high  school  diploma.  He  was  a  tool  room  specialist,  pre- 
apprentice  labor  workshop.  He  represented  us  at  the  Sacramento  Government 
Day.  Forklift  certified,  CPR,  and  he  also  completed  his  career  portfolio. 

Commissioner  Brandon  -  It  shows  that  there's  more  than  just  the  job. 

Commissioner  Woo  Ho  - 1  have  some  questions,  but  just  queuing  off  your 
presentation,  how  long  did,  on  average,  people  like  Victor  and  Estuardo  stay  in 
the  program  before  they  actually  end  up  with  a  job? 

Troy  Henry  -  Estuardo  was  with  us  for  24  months,  and  he  just  got  his  diploma. 

Commissioner  Woo  Ho  -  There's  no  question,  we  love  this  program  in  terms  of 
supporting  it.  The  question  we  have  is  whether  there  could  be  more  youth  in  the 
program.  You  said  30  students  and  what  do  you  pay  them?  What's  the  rate? 

Troy  Henry  -  The  rate  that  we  pay  them  is  $1 1 . 

Commissioner  Woo  Ho  -  So  it's  a  little  bit  above  minimum  wage. 

Troy  Henry  -  It's  a  little  bit  above  minimum  wage,  but  when  you  tag  on  fringe 
benefits  etc.  it  comes  out  to  $15.62  an  hour. 

Commissioner  Woo  Ho  -  They  are  on  average  spending  how  many  hours  a 
week  working? 

Troy  Henry  -  Eighteen  and  a  half  hours. 

Commissioner  Woo  Ho  -  The  question  we  have  is  what  you  put  in  the  budget 
that  is  in  the  staff  report  which  is  a  little  bit  of  allocation,  and  we  all  know  how 
people  work  with  allocations.  What  our  intent  is  to  ask  if  you  could  reach  out  and 
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hire  more  youth.  For  the  allocation  of  overhead,  could  you  allocate  less  to  the 
Port  program  and  employ  more  youth,  so  we  can  see  more  youth  working  on  the 
Port? 

This  is  a  great  program.  You're  hearing  from  every  commissioner  that  we  love 
the  program.  However,  we  want  to  see  more  youth,  but  we  just  want  to  see  more 
of  the  money  that  we're  putting  up  going  to  the  youth  in  the  program,  because  it 
does  look  like  there's  a  great  outcome  from  what  they  can  achieve.  It's  a 
question  of  how  do  you  allocate  your  overhead  to  this  program. 

Troy  Henry  -  Everything  can  be  negotiated.  One  of  the  things  we're  going 
through,  or  hopefully  if  this  goes  through,  is  a  negotiation  process.  That's  one  of 
the  things  that  we  have  to  do  going  forward. 

Commissioner  Woo  Ho  -  You've  done  a  great  job,  so  far,  in  attracting  people, 
but  what  if  it  ends  up  that  you  could  only  find  2  people,  and  yet,  we've  got  this 
contract  to  give  you.  Is  there  some  sort  of  accountability  metrics  that  we  can  put 
into  the  contract  to  say,  minimally,  there  should  be  X  number,  and  hopefully,  you 
can  go  beyond  that,  but  we  would  hate  to  find  that,  for  whatever  reason,  you  end 
up  only  attracting  five  people,  and  yet,  we've  got  all  this  overhead  we're  paying 
for  five  people. 

Troy  Henry  -  There  is  a  minimum  of  10  youths. 

Commissioner  Brandon  -  The  RFP  says  it's  up  to  10  people. 

Elaine  Forbes  -  It's  up  to  10,  but  it's  a  refreshing  group  of  youth,  so  that's  why 
they  got  up  to  30.  What  we're  asking  today  is  for  the  Commission  to  approve 
Port  staff  to  enter  into  a  contract,  but  clearly,  you're  giving  direction  in  contract 
negotiation,  so  it  sounds  like  we've  gotten  some  clear  direction  to  go  back  to  the 
preferred  proposer,  the  only  proposer  to  this  RFP,  and  change  the  allocation  in 
the  budget  and  look  toward  the  accountability  measures  that  are  in  the  proposed 
contract  and  come  back  to  you.  That's  what  I'm  hearing,  unless  you  feel 
comfortable  with  the  terms  as  proposed. 

Commissioner  Woo  Ho  -  Yes.  The  other  aspect  is  since  we  had  this  for  a  two- 
year  budget  cycle,  what's  the  magic  behind  four  years  if  we  are  committed  in  our 
budget  for  two  years?  Is  there  some  other  reason  that  it's  a  four  year  term? 

Elaine  Forbes  -  We  went  out  for  a  four-year  term  to  have  stability  in  the  program 
and  to  provide  for  several  years  of  service  rather  than  do  two  years,  which  is  the 
same  as  the  biannual  budget,  then  go  back  again  for  another  RFP.  There's  quite 
a  bit  of  staff  work  and  time  in  doing  that  outreach.  We  knew  it  was  an  ongoing 
program  that  has  wide  support,  so  we  wanted  to  have  some  length  of  term. 

Commissioner  Brandon  - 1  think  the  RFP  said  up  to  four  years,  just  like  up  to  10 
kids. 
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Monique  Moyer  -  The  "up  to  four  years"  is  reflective  of  the  language  we  need  to 
not  commit  future  budgets,  but  again,  at  staff  level,  it's  our  intention  for  this 
program  to  be  continuous.  Not  necessarily  with  the  same  vendor  each  time,  but 
certainly  enough  time  to  make  it  successful. 

Commissioner  Woo  Ho  -  Maybe  an  alternative  would  be  to  say  that  it  would  be 
renewable  after  two  years,  which  then  covers  us  from  a  budget  cycle.  If  at  that 
time,  whatever  metrics  you  decide  are  the  successful  metrics  for  this  program,  if 
satisfactory,  would  renew  for  another  two  years,  which,  in  essence,  still  gives 
four-year  stability. 

Commissioner  Brandon  -  If  the  goals  are  met. 

Elaine  Forms  -  To  summarize,  I'm  hearing  direction  that  we  go  back  and 
negotiate  further  with  the  preferred  respondent  and  look  to  allocating  more  to  the 
direct  salaries  for  youth  and  increasing  the  number  of  youth  in  the  program  and 
look  to  shave  off  either  operating  expense  or  indirect  charges.  I  haven't  heard 
any  direction  that  the  field  supervisor  or  staff  ratio  is  at  issue,  so  we're  really 
looking  at  the  operating  expenses  and  the  indirect  as  the  areas  to  save.  That  we 
look  to  some  accountability  metrics  that  we  can  measure  the  program  against 
over  the  first  two  years,  and  that  we  look  to  language  instead  of  up  to  four 
years,  that  we  have  a  two-year  initial  term,  with  a  renewal  option  for  an 
additional  two  years,  should  those  metrics  that  we  determine  be  satisfactorily 
met. 

Commissioner  Katz  -  I'd  like  to  convey  the  sense  of  the  commission  that  we  do 
like  the  program  and  want  to  support  it,  and  this  is  an  effort  to  demonstrate  that 
commitment  and  the  goals  of  the  program.  We  want  to  make  sure  that  there  is 
the  requisite  involvement  oversight  and  opportunity,  potentially,  to  expand  it. 

Andres  Acevedo  -  Yes.  It's  my  understanding  that  the  Commission  would  like  to 
continue  this  item,  and  we  will  come  back  to  address  your  questions. 

Commissioner  Katz  -  Before  we  move  on,  I'm  assuming  that  there's  no  time 
constraint  that  we're  under  for  approval,  if  we  wait  till  the  next  meeting? 

Andres  Acevedo  -  Not  that  I'm  aware  of. 

C.    Accept  the  Port's  Quarterly  Report  on  Contracting  Activities  for  Fiscal  Year 
201 2-1 3  Second  Quarter  (October  1 ,  201 2  through  December  31 .  201 2) 

Andres  Acevedo  -  I'm  presenting  the  latest  quarterly  report  on  contracting 
activity  at  the  Port.  This  will  be  from  October  through  December  of  2012.  This 
report  is  broken  down  into  four  main  components  --  delegated  authority, 
participation  by  local  business  enterprises  in  Port  contracts,  as-needed 
contracting  and  the  use  of  CSOs  or  contract  service  orders,  and  our  local  hire 
compliance  efforts. 
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During  the  reporting  period,  the  executive  director  authorized  the  approval  of 
one  professional  service  contract  with  Mariposa  Leadership  for  management 
coaching  services,  in  the  amount  of  $10,000.  During  the  same  period,  we  issued 
two  contract  service  orders.  These  were  for  existing  as-needed  contracts.  One 
was  with  Keyser-Marston  for  Pier  70  negotiation  support,  for  a  little  under 
$90,000,  and  the  second  one  was  with  Baseline  Environmental  Consulting  for 
storm  water  monitoring  services,  which  is  a  little  bit  under  $50,000. 

Local  business  enterprise  contracting  participation.  This  is  for  the  first  half  of  the 
fiscal  year.  During  the  first  half  of  the  fiscal  year,  starting  back  in  July  of  this 
year,  we've  awarded  five  contracts  with  the  cumulative-not-to-exceed  amount  of 
$687,448.  To  date,  in  the  current  fiscal  year,  the  Port  has  achieved  a  collective 
LBE  participation  goal  of  32  percent.  Of  those  five  contracts,  two  of  them  had 
LBE  participation,  three  were  exempt  from  that.  Of  those  two,  that  totaled  to 
$150,000  of  contract  work  that  have  gone  to  LBE  subcontractors  as  part  of  this 
project. 

We're  at  32  percent.  The  best  citywide  average  I  could  come  up  with  came  from 
an  annual  report  that  HRC  produced  back  in  201 1 .  The  citywide  average  was 
approximately  1 7  percent  so  we're  ahead  of  the  citywide  average.  Three 
contracts  were  exempt.  One  was  exempt  by  Board  of  Supervisors  action.  That 
was  the  Pier  29  fire.  It  was  for  professional  service,  engineering  services  that 
was  exempt.  The  other  two  contracts  were  exempt  because  they  were  below  the 
$100,000  threshold  for  competitive  bidding,  and  they  were  also  below  the 
$50,000  threshold  for  14B  or  LBE  requirements. 

I  should  note  that  one  of  those  two  contracts  actually  had  a  50  percent  micro- 
set-aside,  but  in  the  case  of  micro-set-aside  LBEs  is  that  goes  to  the  prime. 
What  they're  trying  to  accomplish  in  that  program  is  moving  LBEs  that  have 
traditionally  been  subcontractors  into  being  prime  contractors.  With  certain  small 
contracts,  the  Contract  Monitoring  Division  (CMD),  formerly  Human  Rights 
Commission  (HRC),  established  a  50  percent  micro  LBE  set-aside  for  one  of 
those  contracts.  Even  though  there  isn't  an  LBE  subcontracting  goal,  there  is  a 
prime  goal,  and  we've  met  that.  As  a  matter  of  fact,  that's  100  percent. 

The  overall  payment  for  the  quarter  reached  21  percent,  so  these  are  the 
payments  made  on  all  active  contracts  that  have  LBE  requirements.  Not  only  the 
new  contracts,  but  all  the  existing  contracts.  The  total  payments  in  this  quarter 
total  21  percent  or  $5  million.  For  as  needed  contracts,  it's  about  16  percent  or  a 
total  amount  of  $105,000+. 

That  works  out  to  all  the  as-needed  contract  payments  made,  16  percent  for  the 
quarter.  It's  lower  than  we'd  like  to  do  as  we  try  to  aim  for  this  20  percent  goal, 
but  it's  based  on  the  individual  contract.  CMD  sets  a  minimum  goal  for  each  of 
those  contracts,  and  those  vary  but  we  try  to  keep  a  portwide  overall  goal  of  20 
percent.  That's  been  our  understanding  of  the  commission's  policy  decision  on 
that. 
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As  far  as  the  as-needed  part  that  was  driven  because  of  the  Warrior's  project, 
the  Mayor's  office  asked  us  to  bring  in  a  subcontractor  on  one  of  these  that  is 
not  an  LBE,  but  we  are  working  with  that  contractor  ongoing  to  see  if  we  can  get 
them  back  up  to  their  LBE  requirements.  We're  also  in  conversations  with  CMD 
about  other  options  that  we  can  use  for  that.  In  the  next  quarter,  we  can  give  you 
a  better  update  on  where  we're  going  with  that. 

In  construction,  we  were  at  22  percent  overall  for  the  quarter.  Three  contracts 
had  LBE  participation  rates  of  above  35  percent  for  the  quarter.  Those  were  the 
Pier  431/2  Baylink  Trail  project,  Pier  331/2,  and  the  America's  Cup  construction 
management  and  general  contractor  contract.  We  did  have  two  construction 
contracts  that  are  not  meeting  their  LBE  goals  at  the  moment  for  the  quarter. 
When  we  talk  about  LBE  goals,  CMD,  when  we  issue  a  contract,  sits  down  with 
us,  we  review  the  scope  of  work,  and  they  come  up  with  an  appropriate  goal  for 
that  particular  contract. 

The  contractor  has  to  meet  that  level  of  LBE  participation  by  the  end  of  the 
contract.  They're  not  being  judged  on  a  moment-by-moment  space  where  they 
have.  They  could  have  a  20  percent  goal,  and  all  through  that  contract,  they're 
doing  5  percent  or  something,  but  at  the  end  of  the  contract,  because  if  it's  a 
construction  contract,  maybe  they're  having  all  the  finish  work  being  done  by 
LBEs.  As  long  as  at  the  end  of  the  contract,  they've  met  that  goal,  they've  met 
their  contractual  obligation. 

We  monitor  this  on  a  quarterly  basis  to  keep  an  eye  on  it  and  to  make  sure  that 
they're  meeting  their  goal  and  to  spot  problems  before  they  come  up  and 
address  those  before  the  end  of  the  contract.  We  have  two  contracts  we 
currently  have  concerns  about.  One  is  maintenance  dredging.  It  had  a  3  percent 
goal  but  that  was  based  on  the  assumption  that  we  were  going  to  have  a  certain 
amount  of  what's  known  as  Upland  Disposal,  where  we're  dredging  material  that 
is  contaminated  and  needs  to  be  disposed  in  an  approved  landfill  inland  as 
opposed  to  being  able  to  be  dumped  in  the  Bay  or  in  the  ocean. 

It  should  be  a  good  thing  that  we  have  not  had  any  of  our  dredging  projects 
where  we've  had  to  do  upland  disposal.  It's  much  more  expensive,  but  most  of 
the  fill  coming  out  is  clean,  and  we've  been  able  to  do  ocean  disposal.  The 
problem  that's  happened  is  we  haven't  had  an  opportunity  to  truck  this  up  there, 
and  that's  where  the  LBEs  were  going  to  be  used  in  this  particular  contract. 
CMD's  aware  of  the  issue,  and  we're  having  ongoing  discussions  with  them 
about  that.  The  second  one  is  the  Pier  50  Valley.  CMD  has  determined  that  the 
contractor's  likely  not  to  meet  the  LBE  requirements. 

They  are  in  negotiations  with  us  to  address  the  program  and  implement  changes 
to  get  them  in  compliance  before  the  end  of  the  contract.  Those  are  some 
ongoing  negotiations,  and  we'll  probably  have  more  about  that  on  our  next 
quarterly  report. 
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Professional  services,  we're  at  19  percent.  I  should  point  out  that  the  payment 
for  all  professional  contracts  exceeded  the  CMD-set  LBE  goals  with  one 
exception.  The  Brannan  Street  Wharf  project  had  a  9  percent  LBE  spending  for 
the  quarter,  but  that's  based  on  w  here  they  are  in  the  project.  This  was  for  the 
design  work  for  the  project. 

Most  of  their  LBE  work  was  done  early  in  the  project.  Currently,  they're 
supporting  the  construction.  They're  basically  on  call  to  work  with  the 
construction  contractor  to  answer  questions  and  solve  problems.  They  don't  use 
much  LBEs  on  that.  If  you  look  at  the  contract  overall,  they're  at  22  percent,  so 
they've  currently  met  their  goal.  It's  one  of  those  things  that  when  you  look  at 
where  you  are  in  a  project,  your  LBE  uses  will  go  up  and  down  within  that. 

Local  hire  for  construction  projects.  Local  hire  is  a  new  program.  It's  been  with 
the  city  for  about  a  year.  It's  overseen  by  the  Office  of  Economic  and  Workforce 
Development.  We  plan  to  have  representatives  from  that  office  come  down  and 
give  you  a  formal  presentation  on  the  program.  We  were  hoping  to  do  it  this 
time,  but  we  couldn't  align  our  schedules.  We  will  schedule  something  soon  and 
have  them  come  down  and  give  you  a  formal  presentation  on  the  project.  The 
program  went  into  effect  in  March  of  201 1  and  requires  a  specific  percentage  of 
work  hours  for  each  trade  that  shall  be  performed  by  San  Francisco  residents. 

It's  based  on  the  actual  hours  worked  and  is  broken  down  by  trade  within  that.  It 
gets  a  little  complicated  reporting  it,  because  there's  a  lot  of  different  variables, 
but  we've  tried  to  give  you  a  comprehensive  view  of  this  in  this  report.  In  the  first 
year,  the  contracts  were  required  to  have  20  percent  local  hire  participation. 
After  the  first  year,  it  went  up  by  5  percent,  and  it  goes  up  5  percent  annually 
until  it  reaches  about  50  percent  in  year  seven.  On  top  of  that,  they're  required  to 
have  a  50  percent  apprentice  participation,  local  resident  participation  in  any 
apprentice  positions  they  offer.  In  this  second  quarter,  we  had  four  projects  that 
were  covered  by  the  local  hire  ordinance.  Since  all  were  advertised  before 
March  of  2012,  they  all  still  had  the  20  percent  goal  requirement.  Two  projects 
seem  to  be  trending  to  meet  their  requirement.  Again,  this  is  where  the  Office  of 
Economic  and  Workforce  Development  will  come  in  at  the  end  of  the  project  and 
evaluate  whether  they  met  the  goal  or  not. 

Currently,  we're  looking  at  them  and  these  analyses  also  came  out  from 
discussions  with  representatives  from  OEWD  on  their  view  of  how  the  contracts 
and  the  contractors  were  performing.  There  are  two  projects  not  yet  meeting  the 
requirement  but  expected  to  by  project  completion.  Both  of  those  contractors  are 
currently  in  discussions  with  the  Office  of  Economic  and  Workforce  Development 
to  address  those  issues. 

Specifically,  the  contractors  have  requested  waivers  from  OEWD.  There's  a 
variety  of  waivers  that  their  staff  can  issue.  Specifically,  we're  looking  at 
specialized  trade  exemption.  One  of  the  specialized  trade  exemptions  is  pile 
drivers.  The  way  the  program  is  set  up  is  they  don't  issue  waivers  at  the 
beginning  of  the  contract.  They  issue  them  once  the  contract's  been  in  there. 
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Even  though  in  the  case  of  Brannan  Street,  there  was  going  to  be  a  significant 
use  of  pile  driving,  which  are  exempt  trade  positions,  they  don't  recognize  that  in 
the  beginning,  when  they  record  that. 

The  contractor  has  to  ask  for  a  waiver  once  the  contract's  been  in  place.  The 
second  way  we  do  that  is  with  the  city  build  program  participation.  This  is 
another  waiver  that  the  contractor  can  request.  If  a  contractor  can't  get  the  staff 
they  need  locally,  they  can  sit  down  with  the  representatives  from  OEWD  and 
negotiate  how  they  can  do  it.  One  of  the  issues  that  they  might  have  often  is 
getting  apprentice  levels.  If  you've  only  got  a  couple  apprentices  living  in  the  city 
for  a  particular  trade,  and  they're  working  on  another  project,  you  just  can't  hire 
them,  because  they're  on  another  project.  What  you  can  do  is  negotiate  with 
them.  Contractors  will  sometimes  say  they  will  sponsor  additional  apprentices. 
They  will  often  bring  in  people  from  the  city  build  program,  and  they'll  sponsor 
people.  They'll  hire  people  from  the  city  build  program,  though  they're  not 
necessarily  in  a  trade  because  this  is  for  people  who  are  looking  to  enter  into  the 
trades  and  into  apprentice  programs.  They  can  bring  them  in  and  have  them  do 
labor  work,  maybe  sponsor  them  by  paying  for  tools  or  paying  for  the  initiation 
cost  or  some  of  their  costs  associated  with  becoming  an  apprentice.  There's  a 
variety  of  different  ways. 

OEWD's  focus  is  on  getting  people  hired,  getting  San  Francisco  residents  hired, 
not  so  much  looking  at  coming  down  and  taking  enforcement  action  against 
contractors.  Everyone  recognizes  it's  still  a  new  program,  they're  still  working  out 
the  kinks  but  their  goal  is  to  get  San  Francisco  residents  hired. 

If  they  can't  get  them  in  the  trades,  then  we'll  get  them  in  these  programs,  we'll 
get  them  through  city  build  or  something,  that  will  help  build  them,  so  that  they 
can  then  start  on  a  path  into  an  apprenticeship  and  then  into  the  trades  and  then 
hopefully  to  build  the  amount  of  residents  that  we  have  that  are  in  the  trade. 

Andres  Acevedo  -  In  conclusion,  with  the  Port's  internal  kind  of  policy  goal, 
we've  met  that  at  20  percent.  Port  staff  continues  to  work  closely  with  the 
Contract  Monitoring  Division,  which  used  to  be  part  of  HRC.  I  work  with  them  on 
a  daily  basis.  In  this  quarter,  almost  $5  million  of  contract  payments  went  to  local 
businesses. 

Commissioner  Brandon  - 1  look  forward  to  OEWD  coming  to  talk  to  us  and 
explaining  the  whole  local  hire  process.  It  looks  like  America's  Cup  is  meeting 
their  goals,  so  why  are  they  asking  for  waivers? 

Andres  Acevedo  -  We're  just  looking  at  where  they  are  right  at  this  snapshot  in 
terms  of  their  development,  but  they're  looking  at  some  of  the  waivers.  One  of 
the  things  that  they've  been  doing  is  participating  in  the  city  build  program.  It 
could  also  be  that  they  know  that  later  in  the  project,  they  might  have  some 
issues  in  terms  of  meeting  the  requirements  for  particular  trades. 
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Monique  Moyer  - 1  think  it's  more  that  there's  been  some  confusion  about  which 
of  their  trades  were  required  to  participate.  They  weren't  required  in  the  first 
place,  but  you  may  recall,  as  part  of  their  negotiation  and  approvals  with  the  city, 
they  agreed  to  participate,  and  there's  been  some  confusion  about  what  trades 
are  affected.  I  don't  know  that  they're  necessarily  asking  for  waivers,  but  just 
looking  for  clarifications.  That  was  the  subject  of  a  whole  hearing  in  front  of  the 
Board  of  Supervisors  two  weeks  ago  and  I  believe  it's  been  resolved. 

Commissioner  Brandon  - 1  definitely  look  forward  to  learning  more  about  the  city 
build  program,  the  waivers  and  everything  that's  going  on  because  it's  totally 
new,  and  this  report  is  already  complicated. 

Commissioner  Woo  Ho  -  Are  you  marking  it  down  as  a  future  agenda  item? 
Monique  Moyer  -  Do  you  mean  to  report  back  on  the  Americas  Cup? 
Commissioner  Woo  Ho  -  No. 
Monique  Moyer  -  I'm  sorry.  I  misunderstood. 

Commissioner  Woo  Ho  -  The  city  build  and  the  OEWD  local  hire  presentation  . 

Monique  Moyer  - 1  think  they've  negotiated  timing  on  that,  already. 

Elaine  Forbes  -  Our  plan  is  to  have  OEWD  staff  present  at  the  next  quarterly 
report,  so  we  would  do  a  very  quick  summary  about  how  the  Port's  doing  and 
then  spend  the  lion's  share  of  the  time  with  OEWD  staff  explaining  the  program 
to  you. 

Commissioner  Adams  - 1  want  to  thank  you  for  the  presentation.  I  would  like  to 
know  a  little  bit  more  when  they  present  next  time  because  sometimes  these 
numbers  can  be  fudged  one  way  or  another  and  we  can  raise  up  the  bar  a  little 
bit  more.  When  they  make  their  presentation  in  a  couple  of  months,  they  can 
explain  how  the  numbers  are  broken  down. 

Andres  Acevedo  - 1  think  they  can. 

Commissioner  Katz  -  Thank  you  very  much  for  the  report.  I  think,  again,  seems 
like  the  consensus  from  my  colleagues  is  we  do  like  to  keep  track  of  how  our 
contractors  are  doing  and  want  to  make  sure  that  they're  also  aware  that  we  are 
looking  to  see  what  they're  doing  in  terms  of  their  local  hire.  That  is  something 
that's  very  important  to  us.  Not  only  for  the  contractors  we  currently  have,  but 
those  that  may  come  in  future  projects.  They  should  be  aware  that  this  is 
something  that  we  do  take  very  seriously  and  are  proud  of  our  efforts  to  improve 
local  hire. 
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12. 


NEW  BUSINESS 


Commissioner  Woo  Ho  -  The  only  item  for  new  business  that  I  referenced  earlier  is  it 
might  be  helpful  if  the  Commission  had  an  informational  presentation  on  our  leasing 
policy.  I  recall  that  when  we  did  the  rental  rate  parameters,  there's  some  general 
description  of  some  of  our  standard  lease  terms,  but  perhaps  we  could  get  into  more 
depth  so  we  understand. 

I  know  Eileen  has  worked  a  lot  this  past  year  of  cleaning  up  and  straightening  out  our 
leases,  and  so  maybe  we  need  to  get  a  primer  on  what  our  standard  leasing  policy  is 
and  what  it  has  been,  so  we  understand  if  there's  anomalies  of  the  past  or  whatever, 
so  that  we're  clear  as  we  look  at  specific  transactions,  then  we  can  relate  and 
benchmark  better,  as  we  learn  today. 

Monique  Moyer-  To  clarify,  we  have  our  retail  leasing  policy,  our  maritime  leasing 
policies,  which  are  policies  for  renewals,  but  I  think  what  you're  asking  about  is  what 
are  our  standard  lease  terms. 

Commissioner  Woo  Ho  -  Yes 

13.  PUBLIC  COMMENT 

14.  ADJOURNMENT 

ACTION:  Commissioner  Adams  moved  approval  to  adjourn  the  meeting; 
Commissioner  Katz  seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

At  5:27  p.m.,  Port  Commission  President  Woo  Ho  adjourned  the  meeting. 
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